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CGCN GROUP LLC

FOURTH AMENDED AND RESTATED
OPERATING AGREEMENT

(Amended-and Restated as of January 1, 2018)

In accordance with the District of Columbia Limited Liabili;_)_/ Company Act (the
Mike Nielsen, Patrick O’Connor,' Doug Schwartz, Ken Spain, John Stipicevic, Juliane
Sullivan, and Michael Catanzaro being the members of CGCN GROUP LLC within the
meaning of the term “member” under Subchapter 1, Section 29-801-02(8) and Section 29-
804-01 of the Act (defined in Appendix I)(p.47), who are generally referred to in this
Agreement for converiience as “Partnefs” (formerly Clark Gedildig Cranford & Nielsen, LLC
Aménded and Restated Operating Agreement of the Company, effective as of the 1 day of
January, 2018 (the “Effective Date™), amending and restating in its entirety the Operating
Agreement of the Company revised as of January 1, 2014, and amended and restated as of
January 1,2016, as of June 1, 2016, and as of February 18, 2017.

ARTICLE 1
FORMATION AND OFFICES

1.1. Formation and Amendment of Articles. Pursuant to i:_he Act, the-
Company was formed as a District of Columbia limited liability company which was effective
upon the filing of the Articles (as ﬁereaﬁer'deﬁned) of the Company with the Corporations
Division of the Department of Consumer and Regulatory Affairs of the District of Columbia
(“DCRA”) on Séi)tember 22, 2011. The Partners shall execute or cause to be executed all
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amendments of the Articles, and do all filing, recording-and other-acts as may be. appropnate

under the Act,

L 2. Prlnclgal Office. The principal office of the Comipany shall be located

at such place as the Partners may determme from time to time.

1.3. Regist’ered.Offic‘e«an'd.R_egisteredﬂAge‘nt. The location of the registered
office and the name of the registered agent of the Company in the District of Columbia shall

. be as stated in the Articles.

1.4. Addition of Strategic Communications Practice to CGCN Group
LLC. Ed Mullen, Patrick O'Connor and Ken Spain have entered into a written agreement

(the “Agreement”™) with the Company setting out the arrangement bet\}vejen them and the
CGCN Partners regarding origination of business, allocation of fees, considerations for annual
review of Partner Percentage Interest, and provision of a transfer fee reflecting an
“Expense/Brand 'l;ransfer" of CGCN Group LLC business étrtlcturc. infrastructure,
‘administration, facilities and good will developed by the CGCN Partners prior to the
combination of préctices. The Agreement has been approved by Resolution of the CGCN

Partners as a Contract of the Company.

' ‘ l,_5‘_. Practlge Area] Dn_'lsnons. The Company currently conducts the Business

Business of the Company, and prov;de services through nominal Dmsnons, namely the CGCN
Advocacy Division, which continues to provide legislative and issue advocacy primarily with
the Federal Government, and the CGCN Strategic Communications Division, which provides
.medla relations, grassroots activities, blog posting, comservative messaging, opposition

research, polling, and web design geared to corporate and coalition messagmg
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ARTICLE 11
DEFINITIONS
2.1 Defined Tefms. As tised herein and in any Appendix, Schedule or Exhibit
to this Agreement, the terms have the meanings set forth in Appendix 1 (p 47) unless the’

context otherwise: specifies.

ARTICLE III

CAPITALIZATION OF THE COMPANY
3.1.  Initial Partner Percentage Inférests. The Partners of the Company and

their respective initial Partner Percentage Interests in the Company, used to determin'c how .
they share when sharing in relation to their Partner Percentage Interests, are set forth on
Schedule A-2(p.38). If the Partner Percentége [nterests of aﬁy Partner changes for any reason,
such changes shall be reflected on an amended Schedule A-2(p.38) and in the books and
records of the Company. The‘Partn-ers of the Company are péfticipants within their respective
Divisions, and their relative percentage interests within their respective Divisions, uséd to
determine how they share within their Divisions when sharing in relation to their Partner

Percentage Interests, are also set forth on Schedule A-2(p.38).

32 Capital Contrlbutlons No Parter has made any Capital Contribution -
to the Company and Partners sha]l not be requlred to make any Capltal Contribution to the
Company. Capital Contributions shall be designated as such by amendment to this Agreement

and in the records of the Comipany maintained at the Company's prificipal place of‘bﬁsiness..

3.3.  Benefit. The provisions of this Article III (p.4) are not intended to be
for the benefit of any creditor or;other person (other than a Partner in his or her capacity as a
Partner) to whom any debts, liabilities or obligations are owed by (or who otherwise has any

claim against) the Company or any of the Partners; and no:such creditor or other person shall

4
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obtain any right under any such provision against the Company or any of the Partners by
-reason of any debt, liability or obligation, or otherwise. A '

3.4. Capital Withdrawal Rights, Partner Percentage Interests, and
Priority. Except as expressly provided in this Agreement or by law, no Partner shall be

if any. No Pannér-sha[l be entitled to receive or be credited with any interest on the Partner's

Capital Contributions, if any, at any time.

. 3.5. Capital Accounts. Each Partner-shall have a single Capital Account,

- regardless of the time or manner in which any portion of such Partner's Partner Percentage
Interests was acquired. If a Partnér makes or permits a transfer of all or any portion of his or
Section 8.1(p.24) of this Agreement, the Transferee Partner shall succeed to the Capital
Account of the Transfer or Partner to the extent such Capital Account relates.to the transferred

Partner Percentage Interests.

) 36 Distribution of Capital Account on Resignation or Withdrawal or
Other Redemption Event. A Partner who resigns, withdraws or retires from the Company, or

~ sich Partner or his or her siiccessor in interest or personal representative in the case of any
other Redemption Event under 'Aifticlg.lv_lﬁ (p.21) other than expulsion from Partnership, shall -
be entitled upon resignation, withdrawal, retirement, or other Redemptioﬁ Event other than

expulsion from membership to distribution in full of his or her Capital Account.

ARTICLE IV

ALLOCATIONS

4.1  Allocation of Profits and Lbsses. The following section or sections of -
this agreement may have been altered by Amending Resolution #1. See page 77. Profits and .

. Losses of the Compaiiy shall be accounited for collectively from all Business condiicted by the
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Company, including without limitation from-the CGCN Advocacy Division, the CGCN

- Strategic Communications Division and any additional Division established in the future by-

the Conipany, and shall also be booked separately by Division for the purpose of applying the
_provisions of this Article IV (p.5) and Article V (p.7) and Appendix II (p.54). Except as
otherwise provided below in Section 4.4 and in App_endix.II (p- 54),-. Proﬁ'gs and Losses of the

- Company as a whole or of a separate Division, as the context requires, shall be allocated to-

the Partners in proportion to their respective Partner Percentage. [nterests in the Company or
within their separate Divisions, as the case may be, as set forth on Schedule. A-2(p.38).

4.2  Allocations as a Function of Origination and Sharing Bétween

_ Divisions.  The Partners have established pro'cedures set forth ih Appendix.II (p. 54), to

and within D1v151ons, which prov:de credit for origination of client revenues and encourage

chent referrals and sharing between Divisions. The Partners may by Supermajonty approve

amendments to Appendix I (p. 54) which modify or terminate elements of the allocation and

. distribution procedures set forth therein.

4.3 Cal_enday Yegr apd Cash Basis Allocag_loqs‘ of _Profits, Losses and

Il ——pr—y——r

Expenses. All allocations of Profits, Losses and related expenses shall be made on a

December 31 fiscal year basis, and on a cash basis, reflecting revenue received and expenses

incurred in such calendar year.

. 4.4 Qualified Income Offset. = Notwithstanding any provisions of this
Agreement or AQA pendix i-I(p. 54) to the contrary, in the event any Partner has a deficit adjusted
capital account at-the end of any Company fiscal year or ﬁfpon closing of the books of the
Company which is in excess of the sum of (i) the amount such Partner is o_bligat_ed to restore
pursuant to any provision of this Agreement and (ii) the amount such Partner is deemed to be
obli gated to restore his or her adjusted capital account pursuant to the penultimate. sentences of

Treasury Regulation Sections 1.704-2(g)(1)and 1.704-2(i)(5), each such Partrier shall be
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specially allocated items of Company income and gain in the amount of such excesses as
" quickly as possible. This provision is intended to satisfy the qualified income offset
requirements of Treasury Regulation Section 1.704-1 (b)R)([NAY(3). .
| ARTICLE V
DISTRIBUTIONS AND EXPENSES
5.1 Monthly Financial Statements, The books and financial records of the
Company shall be maintained by a bookkeeper engaged by the Company for such purpose, to
maintain such books and financial records consistently applying generally accepted accounting
principles and using an electronic acco_untiﬁg system recommended by the Company’s otitside
independent certified public accounitant. The bookkeeper shall provide the Managing Partner
an unaudited and lfi'nrevieWejd income statement and balance sheet for each calendar month (for
each month, a “Company Monthly Fiqancial Statement”) following the célenda; month
most recently ended (eéch, a "Fiscal Period"), together with separa_té Division statements of

income and expenses for the CGCN Advocacy Division, the CGCN Strategic Communications

Division and any additional Division established in the future by the Company.

5.2  Distributions. The Managing Partner shall review the Company

- Monthly Financial Statement for each Fiscal Period, and t_he.separate statements of income and

expenses for each of the Divisionfis, as soon as practicable to determine the amount of Available

Cash and the manner in which it should be distributed by Division and among Partners within

e_a,c_:h Division. The Managing Partner shaj_l distribute the Available Cash for such Fiscal Period
to the Partﬁers in accordance with the provisions of Appendix II (p.54). |

5.3  Reasonable Reserves. The Managing Pzirtn_er may establish, maintain
and expend Reasonable Reserves to provide for Debt Service ar;d ongoing Operating Expenses

of the Company, and for such other purposes as in the exercise of his or her reasonable business
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judgment he or she may deem nécessary or advisable or which may be -approved by a

Resolution.

54  Restriction.on Distributions. No distribution sha_lll be made which
would result in liabilities of the Company exceeding the assets of the Company or which would
require obtaining a loan from any source other than from Partners unless' approved in

accordance with the provisions of Appendix III (p.65) or by Resolution.

55 Part.ner Override. The Partners holding a Supermajority,
excluding Stock Ownership Interests which are held by the Managing Partner, may, at any time
within thirty (30) days after a determination by the Maniaging Partner, overfide by Resolution
such Managing Partner’s determination under this Article V (p.73) the amount of Available

Cash available for, and the manner of, distribution, and the amount of Reasonable Reserves.

5.6  Special Arrangements. The Managing Partner can make special
arrangements for allocation of income and expenses, and distributions to one or more Partners

related to clients or business which .isexclusive to such Partners, subject to Partner Override.
ARTICLE VI

MANAGEMENT AND CONTROL

6.1  Manager-Managed. Except to the extent the Articles or this
Agreement provides otherwise, all powers and authorities of the Company shall be exercised,
and the Business and affairs of the Company shall be conducted and controlled; by and under

 the sﬁpervision of the Managing Partner.
6.2 Managing Partner. The initial Managing Partner is Steve Clark.

6.3  Term.of Managing Partner. The initial Managing Partner and any
successor Manéging Partner shall each hold office from the date of election or appointment

until his or her successor has been duly elected and qualified. His or her tenure in office may

8
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be - terminated upon the earlier of (i) his or her resignation from the position of Managing
Partner, (ii) his or her removal by the Partners as set forth in Subsection 6.5 (ii) his or her
expulsion from the Company by thé Partners as set forth in Subsection 6.11(f), (iv) his or her
death or Disability, (v) his or het; Bankruptcy; (vi) his or her employment with the Company is
terminated, or (vii) the Managing Partner ceases being an owner of a Partner Percentage

[nterests, or stock ownership interest.

6.4 Power and Authority of the Managing Partner. -

) (a) Except as otherwise expressly provided in thé Articles or this
Agreement, the Managing Partner shall have the exclusive right, power and authority on behalf
of the Company, and in _its name, to exercise all of thé rights, powers and authority of the

| Comipany under the Act. The Ma’ﬁagiﬁg Partner shall discharge his orher duties as Managing
Partner in accordance with the standards of conduct set forth in the Act. Except as set forth
below in Subsection 6.4, in Section 6.11(p.17) or as otherwise expréssly provided in this
Agreément; the Managing Partner may -approve and execute Contracts in the name and on
behalf of the Company. Any action taken by the Managing Partrer in accordance with the
requirements of this Article VI (p.8) shall not be considered inconsistent with this Agreement
if such action does not coiifiict with an express provision of this Agreement.
(b)  The Partners shail not be permitted or required to vote on, or otherwise
participate in the approval or determination of, any action involving the Business and affairs

of the Company other than the election, removal or replacement of the Managing APartn_er as set

forth belbw in this Article VI (p.8), and as provided below in Subsection 6.4, in Section .

6.11(p.17) and as otherwise expressly provided in this Agreement.

(c) - Without limitation of the authority and powers hereinabove conferred
upon‘ the Maﬁégihg Partner, but subject to the provisions of this in Subsection 6.4, Section
6.11(p.17) and other limitations under tlﬁs Agreement, the Managing Parter’is heréby
authorized, empowered and difected to, and is hereby granited the specific right, power and

9
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authority to do, in the name of, and on behalf of; the Company all things that, in his or her sole

jtidgment, are necessary, proper or desirable to carry out the Business of the Company,
including but not limited to the right, power and aﬁthority, but not the obligation:

(i) ~ to borrow money on behalf bf'f,he Company and issue unsecured

cumulatively in'é calendar year in furtherance of any or all of the purposes of

the Company;

(i1) except as required under Subsection 6.6(a)(p.12) or Section
'6.11(p.17), to enter into any Contract or activity, and to cause thie
Company to perform and carry out Contracts of any kind, whatsoever
necessary to, or in connection with, or incidental. to the
accomplishment of the purposes of the Company, so long as those
activities and Contracts may be lawfully carried on or performed by

the:Company under applicable laws and regulations;

(ii))  to procﬁre and carry public liability, workmen's compensation,
fire and casualty, extended coverage, business interruption, and errofs and
omissions insurance policies fequired by law and those deemed by the
Managing Partner to be nejcéssary and appropriate to protect the interests and

property of the Company and the Partners;

(iv)  to the extent funds of the Company are available therefor, to pay

all taxes, asses'srft_'iehtsand other imbbs{tions applicable to the Company;

10
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" (v)  tothe extent funds of the Company are available therefor, to pay
all debts-and other obligations of the Company, and to pay any interest,

pehalties, fees or other costs related to such debts ot other obligations;

(v1) to engage attorneys, accountants, insurance agents, ﬁne.mcialv
advisors, investment advisors and other professional consultants and advisors
who are properly licensed and independent from the Company and the
‘Managing Partner, at reasonab‘lx combétitivera’tes or remuneration, for the
performarice of any and all services other than a financial audit of the Company
which r’hg’y at any time be deemed b_y the Manag‘ihg Partner to be necessary,

proper, convenient or-advisable to carry on the Business;

r

(vii) to.generally do all things the Managing Partner deems necessary

to the efﬁcieﬁt ma;nagement of the Company which do not require the

~ affirmative vote or consent of Partners under Section 6.11(p. 17) below; and to
manage the compensation amounts, work schedules, work activities, or

' assigmnent;, for contractors, .employees, and other non-partners working within

the company. -

(viii) to designate in writing one or more other Partners or the
Executive Committee with authority to exercise any of the foregoing powers or

other management powers or authority under express terms.

6.5 Removal and Resignation of a Managing Partner. Any Managing
Partner may be removed at any time upon the vote of Partners holding a Supermajority in Stock

Ownership Interests excluding Stock Ownership Interests which are held by the Managing
Partner being removed. A Managing Partner may resign from such position at any time upon

giving thirty (30) days' prior written notice to the Partners. Any vacancy created in a Managing:

Pl
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holding a Supermajority. Any Managing Partner elected to fill a Managing Partner position -
vacated shall serve the unexpired term of his or her predecessor, if afiy, or until the earlier of -
(i) his or her resignation from the posi.tion of Managing Partiier, (ii) his or her removal by the
Partners as set forth in this Section 6.5(p. 11), (iii) his or her expulsion from the Company by
the Partners as set forth in Subsection 6.11(p. 17) (r), (iv) his or her death or Disability, (v} his
or her Bankruptcy; (vi) his or her employment with the Company is terminated, or (vii) the
Managing Partner ceases being‘an owner of a Partner Percentage Interests or Stock Ownership
Inteyésts. In ihe event at any time when there are no Managing Partners.serving the Partners .
fail to elect a Manéging Partner, then. thie Compaiiy shall be managed by the Exe;:ﬁfive
- Commiittee, if°ofie is in place, or if there is ho Executive Committee in plai_cg thén the Company
shall become and thereafter be a member-managed [imited liability company until such time
as a new Managing Partner is elected or an Executive Committée is established by the
affirmative vote of Partners holding a Supermajority. In the event the Executive- Committee
replaces the Managing Partner or the: Company becomes a member-managed limited liability
company under the provisions of this Section 6.5, all references in this Agreement to the

requiire, until such time as a Managing Partner is appointed.

- 6.6 Committees. | The Company may establish.and maintain committees in
accordance with the following provisions.
. {
(a) Executive_Committee. There shall be an Executive
Committee; which shall have authority to act on behalf of the Company in accordance with the
terms of the Resolutions, as they may be amended, supplemented, expanded, contracted,
replaced or revoked from time to time. The Executive.Committee will review and adopt

policies governing the Company and will carry out additional and specific management duties
12
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delegated to it by the Managing Partrier‘or‘by Resolution. The Executive Committee will also,
' upoﬁ the request of the Managing Partner, advise the Managing Partner. In addition to those
‘general duties and authority stated above and those delegated by the Managing Partner or by
Resolution, the Executive Committee shall the sole right, power and authority, but not the

obligation:

@) to lease real estate and/or personal property and to cause to have
constructed improvements upon any real estate necessary, convenient or

incidental to the accomplishment of the purposes of the Company;

(i) to borrow money on behalf of the Company in excess of
$50,000.00 but not to excééd of $100,000.00 at one time or cumulatively
in a calendar year in furtherance of any or all of the purposes of the
Companj, and to issue evidences of such indebtedness and to secure the
repayment‘ of suich loan or debt by security interest, pledge or other lien

'ojr encumbrance on Company properties or any other assets of the _

Company;

. (i) to expend Company funds, or undertake any obligations by or.on
behalf of the Company, where such expenditures incurred (or to be
incurred) at any one time or in the aggregate during any calendar year
exceeds $50,000;00 and are no more than $100,000.00, and are not

otherwise budgeted or otherwise authorized under anapplicable budget;

(iv) * tosetand adjust the Percentage Partner Percentage Interests each
calendar quarter and approve an amendment to and replacement of
-Sch’e_d_ule..A-Z'(p.SS) for modification and réallocation of the relative

Partner Percentage Interests to reflect admission of Additional Partners;

13
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(v)  to recommend to the Partners that Stock Ownership Interests be
approved and dividends be paid with respect ‘to Stock Ownership

Interests;

(vi) to adb‘pf, approve, modify and/or su'pp[ement an annual business

plan of the Company;

(vii) - to adopt, approve, modify and/or supplement an annual .
operating budget and, if applicable, the annual capltal budget of the
Company; provided, however, that, in the event an annual operating
budget cannot be agreed upon by the Partners, the prior year’s operating
budget (adjusted‘ for the applicable constimer price index) shall apply;

and
(viii) to approve hiring and terffiinating; and entering ifito Coritracts
With, and to set, modify or alter the-compensation or severance package,

or otherwise materially modify such Contracts with, any of the

Company’s non-Partner key employees and independent contractors.

(b)  Selection_of Executive. Committee;. Chair. The following

section or sections of this agreement may.have been altered by Amending Resolution #1. See
page 77. Partners of the Executive Committee, when constituted, will consist of no fewer than
four (4) Partners who, at the time of becoming a Pazrtner' of the Executive Committee, include
at least one (1) Parther from e'ach Division and hold the highest Stock OWherlsh'ip Interests
shall serve as Chair of the Executive Commlttee, regardless of the number of Stock Ownershxp
Interests held by him or her; and provided, further, that the CGCN Strategic Communications
Division may appoint its Partner regardiess of the number of Stock Ownership Interests held

by'him or her. Partnership on the Executive Committee may rotate from Caldnd,ar'yea,r to year

14

Fourth Amended and Restated Operating Agreement of CGCN Group, LLC dated as of January 1, 2018
Schedules, exhibits, charts & graphic materials used to explain every section of this agreement are on pages 36- 44

Received by NSD/FARA Regi.stration Unit 07/20/2018 1:45:01 PM



Received by NSD/FARA Registration Unit. 07/20/2018 1:45:01 PM -

7/16/18

without the requirement of election or appointment, to include Partners who qualify according
to this Subséction 6.6(b) or any succeeding. Resolution then in effect. The current Executive

y Committee consists of Steve Clark (chair), Samuel Geduldig, Jay Cranford, and Ed Mullen.

(c)  Other Committees. ~  The Partners may, by Resolution,
establish such other standing or special commitgees as they may deem advisable. The Partners,
terms, and authority of each such committee shall be as set forth in the Resolution. The Chair

of each such committee shall be elected by the Partners of such committee at the first meeting

) (d) Meetings. Meetings of the Executive Committee shall be
subject to scheduling by the Chair.. Special meetings of the Executive Committee shall be
called af places and times by call of the Chair, or by a majority of the Executive Committee
Partners. Regular and spécial meetings of any othér committee may be cailed and held at places

and times called by the Chair of the con,lmittee.'

(e) Quorum and Manner of Acting. The majority of the Partners
of any committee serving at the time of any meeting of such committee,'partiéipating in person,
but not by proxy, shall constitiite a guorum for the transaction of business at such meeting.

Each committee Partner shall have one vote and the action of a majority of those Partners

the act of the committee. A committee Partner shall be considered as participating in person
in a meeting if such Partner participates by any means of communication with which all Persons
participating in the meeting can hear each other. ‘

" o Notice. Notice of a committee meeting may be given in person,
in writing, by telephone, or by email, and shall not be necessary for meetings which are set by |

resolution of the committee communicated to all Partners not present when the resolution is
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a_doptéd._ Any committee Partner may waive notice of a meeting in writing and shall be deemed
to have waved notice by attending‘the meeting. Notice need not state the purpose of the

meeting.

- () Reésignation and. f{e'mdvgl.‘ Any Partner of a committee may
resign at any time by giving written notice of his or her intention to do so to the Managing
Partner or the Chair of the committee, or may be removed, with or without cause, at any time

bya Supermajority.

()  Vacancies. Any vacancy occufting in a Committee resulting
. from any cause whatsoever may be filled by the Managing Partner to serve until the Partners

fill such vacaricy permanently by Resolution,

6.7 Parﬁler Quorum and Voting. Partners holding a .Majority in Stock

' ‘Ow_nership Iﬁtetest constittite a quorum for the tré'nsactio’r‘x of business. Only Partners holding
Stock Ownership Interests shall have the right to vote on any matter brought to a vote of the
Partners, and ea_ch Partner present at a meeting of Pgﬁﬁers shall be entitled to vote in person,
but not by proxy, the number of Stock Ownership Interests held by such Partrier. The actions
of a-Majority in Interest of those: Partners present in person, but not by proxy, at a meeting at
which a quorum is present.shall constitute the act of the Partriers. A Partner shall be considered
as participating in person in a meeting if such Partner participates by any means of

communication with which all Persons participating in the meeting ¢an hear each other.

6.8 Annual Meeting‘s of Partners. Annual meetings of Partners, if held;
shall be held on such date and time and at such place as shall be designated from time to time
by the Partners and stated in the notice of meeting, in Whiéh' they shall transact such business
as may properly be brought before the meeting. Written notice of the annual meeting stating

the place, date and hour of the meeting shall be given to each Parther‘enti;led to vote at such
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meeting not fewer than ten (10) nor more than sixty (60)-days before the date of the meeting.

Attendance at a meeting by a Partner shall constitute a waiver of notice of such meeting. .

69 Sp 'ngg!_}\f[_ggtiﬁg_s. Special meétings of Pa_rtncijs;, for any purpose ‘Qr'
purposes, may be held by waiver of notice and consent or may be called by the Managing
Partner on his or her own initiative or through a request in writing from-any Partners holding a
Majority in Interest. Such request shall state the burpose or purposes.of the _proposed meeting.
Written notice of a special meeting stating a place, date and hour of the meeting and the purpose -
or purposes for which the meeting is called shall be given not fewer than three (3) nor more |
than ten (10) da’yé before the date of the meeting, to each Partner entitled to vote at such
meeting. Attendance at a special meeting by a Partner shall constitute a waiver of notice of
such meeting.

6.10 Consent in Lieu of Meeting. Unless otherwise specified in this
Agreement or by Resolution, whenever the'ydte of the Partners at a meeting thereof is required
or permitted to be taken for or in connection with afty action, a vote of the Partners may be
| dispensed with if Partners entitled to vote and holding the number of Stock Ownership Interests

required by this Agreement to take stch action shall consent in writing to such action.

6.11 Extraordinary Matters.

Matters Requiring. Approval of Supermajority. Notwithstanding any provision

.in this Agreement or any Resolution to the contrary, the written approval of the Managing
" Partner and the affirmative vote or written consent of Pirtners holding a Supermajority shall
be necessary for the approval of the following. matters. Sﬁ_perfﬁajority is determiined solely by
Stock Ownership Interest.
J (a)  establishing or changing compensation payable to the Managing: .
Partner for his or her services in such capacity in excess of reimbursement of
the Managing Partner's reasonable expénses, ﬁﬁles‘s there is a Unanimous vote
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(b) expending Company funds, or undertaking any obligations by or
on behalf of the Corﬁpany, where such expenditures incurred (or to be incurred)
at any one time or in the aggregate during any calendar year exceeds
$100,000.00; | |

() forgiveness or compromise of any debt owed to the Company,

other than by a Partnet, in excess of $10,000.00; _ \

(d)  establishing cash reserves on behalf of the Company which -

exceed the amount of Reasonable Reserves;
(e) selecting or changing the auditors of the Company;

® commencing, settling or otherwise initiating or disposirig of an

action or other legal pfoceeding;

(g) -changing the fiscal year or method of accounting ofthe
Conipariy; '

¢(h)  opening anew office;

_ (1) effecting a material change in the Business, including, without
limitation, offering a new service line of the Business which is not offered at
the date of this- Agreement;

) purchasing life insurance on the life of any Partner or liability
insurance for the Managing Partner and Partners of the Executive Committee,
and other Partners who are involved in’ management of the Company, as the

insured to insure against liability related to. his, her or their conduct in

.managemen‘t of the Company;
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k) causing the Company to file an elecfion under Code Section 754
to provide for an optional adjustment to the basis of the Company's assets;

)] employment of a family Pzirt'n'er for permanent employment;

- (m)  anamendment for the. establishment or authorization of any class
of Partner Percentage Interests not previously established or authorized under
the provisions of ‘this Agreement; including the determination of any
designation therefor and the determination of the rights of such new class to
share in the capital, equity/capital appreciation and/or profits of the Company,
or any combination of or-any one of the foregoing, and the voting righits (if any),
tax allocations, fights to distributions, rights upon dissolution or ﬁqu_idatibn,
preferences, limitations and ot_h‘e‘r terms, conditions and other relative rights or

restrictions applicable to such new class of Partner Percentage Interests;

(n)  the Transfer of a Partner’s Partner Percentage Interests to any
Person in.gccorda.nce with Article VIII (p.24); '

(o) a determination that the Compdny pay a Departing Partner for
purchase by the Company all or a portion of such Departing Partner’s Partner
Percentage Interests or “Book of Business” in accordance with Appendix IV

(p.70);

(p)  approving new Shares 'o_f' Stock Ownership Interests and/or
dividends to Partners for the pr‘eceﬁdiﬁg calendar year in acjcorda'nce. with
Appendix V (p. 73);

@ the admission of an Additional Partner and the terms and

conditions of such Partner’s Subscription Agreement;

~ (1) the expulsion of a Partner (subject to the requirements of Section
6.12); : '
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. ‘ (s). .forgiveness or compromise of any debt in excess of $100,000.00

owed to the Company by a Partner;

(t)  the reorganization, merger, interest transfer or consolidation of
the Company with one or more domestic or foreign limited liability companies,*
limited partnerships, registered limited liability paf‘therships, business trusts or

corporations under the applicable provisions of the Act;.

) the sale or other disposition of all or substantiallyall of the assets

of the Cqmpény other than in the ordinary course of business;

(v)  anyact which would make it impossible to carry on the Business
of the Company, except as otherwise provided in this Agreement or by

Resolution;

(W) make a general assignment of the Company’s assets for the

benefit of creditors;

(x)  confess a judgment against the Company, seek appointment of a |
conservator for the Company, voluntari'ly seek protection for the Company

under state insolvency or federal bankruptcy law; or

(y)  make any amendment or restatement of this Agreement or the

Articles of the Comipany.
6.12 . Eipulsion. A Partner Percentage Interests may be terminated either by
judiciaI order uipon application of the Company under DC Code § 29-806.02(5), or upon

of Stock Ownership Interests as.set forth in this Section 6.12. Except-as otherwise provided by
'Resolution, any Partner may be expelled from the Company, and the entire _Pértner Percentage

Interests and Stock Ownership Interests (if any) of such expelled Partner shall thereupon be
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cancelled and surrendered, upon approval by the Managing Partner, if he or she is not being
expelled, and the affirmative vote of Partners holding a Supermajority of the Stock Ownership
Interests which are not held directly by the Partnier being expelled, in the event such Partner
engages in conduct described in DC Code § 29-'806.-.02.(4). (5), or (6)(B)(ii), or which is
otherwise unlawful or diéhohest and is deemed by the Company to detﬁmer;tally impact the
Company, its Business and/or its clients. In the event a Partner disputes:a detérmination by the
* Company that he or she or she should be expelled, then within thirty (30) days following receipt.
of written notice from the Managing Partner or Partners holding‘a_Majority in Stock Ownership
Intérest notifying such Partner of the detérmiination and specif).rihg the b’ésis.tipdn which such .
determination was made, such Partner may disputé such determination under the prévi_'sions of
Section 11.4(p. 30).A In full sa,tisfai_ctiop and retirement of the Partner Percentage Interests and
Stock Ownership Interests of the expelled Partner, the Company shall pay to the expelled
Partner One Dollar ($1.00). The fact tﬁat any other right or remedy of the Company is provided
by applicable law or by this Agreement in respect of any conduct by a Partner shall not preclude
the Company's enforcement of the remedy of expulsion set forth in this Section 6.12(p. 20)
(unless such .r_emedy is prohibited or restricted under the provisions of an app[icable

Resolution).
ARTICLE VII -

LIABILITY AND INDEMNIFICATION

7.1 Liability. of Partners.

Companys, is obligated under the terms of Appendix III (p.65) or as otherwise may be required
by an amendment to this Agreement or by Resolution, no Partner shall be liable for -any '
obligations of the Coripany. Other than may be required by an amendment to this Agreement

or by Resolution, no Partner shall be required to make any Capital Contribution or lend any
21
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-

funds to the Company. No distribution of cash or other assets made to any Partner shall be
determined a réturn or withdrawal of a Capital Coritribution, and fio Partner shall be obligated
to pay any stch amount to or for the account of the Comipany or any creditor of the Company.
Except as otherwise provided herein, no Partner with a negative balance in ‘suc':h Partner's
Capital Account shall have any obligation to the Company or any other Partner to restore said

negative balance to zero.

The Partners understand, acknowledge and agree that the liability under all
Contracts and agreemetits entered into by the Company for the beneﬁ't of the Company sﬁa,lﬁ!
be borne solely by the Company and that nio Partner shall have any additional personal liability
whatsoever related to such Contracts and agreements, outside of the li.abilities of the Company

imposed by applicable law.

_ | 7.2 Loans and Partner Guarantees. The Companj/ shall not borrow in
excess of $100,000.00 in any one calendar year or borrow under terms that fequire persk)nal
guarantees Or a grant security interests in connection with any Company debt except for an

~ extraordinary purpose, and then only tpon approval of Partners holding a Supermajority and

in accordance with the provisions of Appendix III (p.65).as amended by Resolution.

7.3  Indemnification. The Managing Partner and the Executive

Comnmittee, and their respective stockholders, directofs, officers, partners, agents, employees,

heirs and personal representatives (individually, an Y'lnden_mitee"') shall be indemnified and

hield harmless by the Companiy from and against any and all lossés, claiins, damages, liabilities,

arising from any and all claims, demands, actions, suits or proceedings, civil, criminal,

) .'administrative or investigative; in which the Indemnitee may be involved, or threatened to be

- involved, as a party or otherwise by reason of the fact that such Person.is or was a Managing
Partner or a Partner of the Executive Committee, or a stockholder, director, officer, agent,

partner or employee thereof, which relates to or arises out of the Company, its assets, business
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or affairs, if in each of the foregoing cases (i) the Indemnitee acted in good faith and in a manner
stich Indemnitee believed to be in, or niot opposeéd to, the best interests of the Company, and,
with respect to any criminal proceeding, had no reasonable cause to believe such Indemnitee's
conduct was unlawful; and (ii) the Indemnitee's conduct did not constitute gross negligence or
willful or wanton misconduct. The termination of ‘any action, suit or proceeding by judgment,
order, settlement, conviction, or upon a plea of nolo contendere, or-its equivalent, shall not, of
itself; create a presumption that the Indemnitee acted in a manﬁer contrary to that specified in
(i) or (ii) dbo‘ve. Any indemnification purstiant to this Article VH (p.21) shall be made only
out.of the assets of the Company and no Managing Partner or Partner shall have any persorial

liability on accouht thereof.

74 . Indemmtee Expenses. Expenses (including reasonable legal fees)'.
1ncurred by an Indemnitee in defendmg or investigating any actual or threatened claim, -
demand, action, siit or proceedmg described in Section 7.3 shall, from time to time, be -
advanced by the Comp'a'ny, but only from Re’aso’nable Resetves of other available cash which .
. of such clalm, demand, action, suit or proceedmg upon receipt by the Company of an
undertaking by or on behalf of the Indemnitee to fepay such amount if it shall be determined
that' the Indemnitee is not entitled to be indemnified as authorized in this Article VII(p.21).

Any advance in accordance with this Section 7.4 shall be a Common Expense.

7.5 The indemnification and advancement of expenses

provided by, or granted pursuant to, this Article VII(p.21) shail not be exclusive of any other °

»Non-Echusm y

rights to which those seeking indemniﬁqation or ‘advancement of expenses may be entitled
under Section 29-804.08 of the Act, the Articles, this Agreement, any other agreement, a .
Resolution, a policy of ifisurance, or otheérwise, and shall not lifnit in any way any right that the
Company may have to make additional indemnification with respect to the same or different
persons or class:es of persons. The indemnification and advancement of expenses provided by, l

or'granted pursuant to, this Article VII (p.21) shall continue-as to a Person who has ceased to

\
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be Managing Partner and shall inure to the benefit of the heirs, executors, administrators,

successors and assigns of such a Person.

76  Insurance. Upon approval pursuant to Subsection 6.11(j), the Company
may purchase and maintain life insurance ~covering any Partner or liability insurance covering
the Managing Partner, and the Executive Committee and its individual Paﬁners, against any
liability asserted dgainst him, her or them and incurred by him, her or them in such capacity,
or arising out of his, her or their status as Méﬁagin_g Partnef, the Executive Cofhmittes of a
Partner of the Executive Committee, whether or not the Company would have the power to

" indemnify him, her or them against such liability under this Article VII (p.21).

7.7  Reliance by Managing Partner. In discharging his or her duties, any
Managing Partner, when acting in good faith, may’ rely upon information, opinions, reports, or
staterherits, iricludirig financial stateriierits and _'o‘théf financial data, in each case prepared or .
presented by (a) one or more officers or employees of the Company Whom the Majrjl_a'ging_
Partner reasonably believes to be reliable and competent in the matters presented, (b) counsel,
'independent certified public accountants, independent professional bookkeepers or other
Persons as to matters that the\‘Managing Partner believes to ber within that person's professional
or-expert competenée, or (c) the Exec"utive( Committee or any other committee of Partners,
pr'Ov,ided that, if the Mahagiﬂg‘ Partner is a Partner of sich committe'e,.hehas recused himself
from any participation with respect to stich preparation or presentation, daly 'desilgnated' by the
_ Partners; as to matters within its designated authority, if the Managing Partner rea_{sonably'

believes that the committee is competent.
ARTICLE VIII
TRANSFERS.OF INi“EREs'Ts
: 8.1 General Restrictions. No Partner may transfer all .or"an)} part of his or
. her Partner Percentage Interest, except fo another Partner as provided underSection 8.2(p.25),
24
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unless approved by a super majority vote' of Stock Ownership Interest by partners. Any
purported Transfer of Partner Percenfage Interests in violation of the terms of this Agreement_ .

shall be null and void. |
8.2 Perniitted Trans‘fer. '

(a) The exception to Section 8.1(p. 24) is that Clark may transfer a portion
or wholly his Partner Percentage Interests or Stock Ownership Interest to
Geduldig upon a mutually agreed to process and potential price determined and

calculated between solely Clark and Geduldig.

(b) In the event that a _parther becomes’ deceased, his or her Partner
of their existing Partner Percentage Interests. The deceased partner’s Partner
Percentage Interest can only be redistributed to éxi‘sting partners. In the case of
Clark becoming deceased, 100% of his Partner Percentage Interest would

transfer wholly and solely to Geduldig.

(c) In the event that a partner becomes deceased, the Stock Owné'rsh’ip‘
Interest would transfer to the deceased ga_rtngjr’.s spouse or properly designated
. family heirs. These particular transferred shares of stock would have no voting
power outlined in this agreement but would have potential value in the case of

a sale or dissolution of the company.

ARTICLE IX

DISSOLUTION AND TERMINATION

9.1  Eveats Causing Dissp!ption. The Company shall be dissolved upon the

first to occur of the following events:
25
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. (a) A Supermajority Agreement of the Partners to dissolve in accordance

with Section 29-807.01(a)(2) of the Act;
(b)  except as otherwise agreed upon in this Agreement, as amended, any
other event ca'using dissolution-of the 'Cqmpaﬁy under the provisions of Section 29-807.01 of

the Act.

9.2  Liquidation. In the event of dissolution of the Company, then the
Managing Partner shall proceed with dispatch and without any unnecessary defay to sell or
otherwise liquidate the Company's assets and, af{er paying or duly providing for all liabilities
to creditors of the Compariy, to.distribute the net proceedé of sale and any other liquid assets

of the-Company among the Partners in the manner set forth in Section 9.3.-

9.3  Cash Distributions Upon Dissolution.

(a) Upon the dissolution of the Company-as a rgsult of the occurrence of any of
the events set forth in Section 9.1, the Managing Paﬁner shall proceed to Iic.]uidate' the
Company aﬁd'the liquidation proceedé shall be applied and distributed in the follbwing order
of priority: ' |

(i)  First, to the payment of debts and liabilities of the Company in

the order of priority as required by law (other than any loans or advances

that may have been made by any of the Partners to the Company) and

the expenses of liquidation. ' | |

(i)  Second, to the establishment of any Reagonable Reserve that the

unforeseen liabilities or obligations of the Company during liquidation.

Such Reasonable Reserve may be paid over by the Managing Partner to

any attorney at law, or other party' acceptable to Parthers holding a.

Majority in Interést, as escrow agent to be held for disbursement in
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payment of any of the aforementioned liabilities and, ét the expiration
of such_period as shall be deemed advisable by the Managing Partner,
for distribution of the balance, in the manner provided in this Article IX
(p-25).

(iii)  Third, f_o the repayment in full of any loans or advances other
than Capital Contributions that - may have beén made to._the Company by
the Partners to the Company, reduced for each Partner by thel amount of
debts or obligations of the Partner owed to the Company, but if the.
amount available for such repayment shall be insufficient,
then pari passu on aéjcount thcréof.

(iv)  Fourth, to the Partners with positive Capital Accounts pro rata,
iﬁ accordance with their relative positive Capital Accounts, to return in
full their positive Capital Accounts.

) Fifth, pro ratato all Partners, in accordance with their respective
CGCN Partner Percentage 4Inter’ests set forth in Schedule A-2(p.38), or

as otherwise specified in this Agreement. -
ARTICLE X
SALE OF THE COMPANY

. 10.1  Sale, Reorganization, Merger, Interest Transfer or Consolidation.
Notwithstanding the limitations on Transfer of Partner Percentage Interests contained in -
Article VIII(p.24), The Partners may cause the Company to enter into a transaction or series
of related transactions, including acqﬁsit_idn, reorganization, merger, interest transfer or
consolidation of the Company, and the Partners may enter into a.sale or other disposition of
their Partner Percentage Interests, which results in the Partners immediately prior to such »
transaction or series of transactions retaining immediately following such transaction or

series of transaction less than fifty percent (50%) of the Partner Percentage Interests and all
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other-equity in the Company or the-sui'viving entity of any acquisition, reorganization,

merger, interest transfer or consolidation of the Company, as the case may be. -

10.2 Sale of Company Assets. . The Company may sell all or

substantially all of its assets in a transaction or séries of rélated transactions.

10.3 Sug‘enﬁaiorig.Approval. Any transaction or series of transactions
permitted under'Sections 10.1 and 10.2 must be approved by the Partners holdinga

Supermajority of Stock Ownership Interest.

‘10.4 Distribution of Net Proceeds.. The net proceedé of a transaction or
series of transactions described in-Section 10.1 or Section 10.2 app;‘b’ved by the Partners sﬁa[l
be distributed, after distribution of the Priority Share, if any, described in Section 10.5, by the
Managing Partner as follows: ‘ '

(a) First, to payment of all remaining debts and liabilities of the
Company not assumed by others under the terms of the transactions in the order of priority as
required by law (other than any loans or advances that rﬁay have been made by any of the -
Partners to the Company) and the expenses of the transactions.

(b) Second, to the repayment in full of any loans or advances other
Company, reduced for each Partner by the amount of debts or obligations of the Partner owed
to the Company, but if the amount available for such repayment shall be inéufﬁcient,

then pari passu on account thereof.

(c) . Third, to the Partners with positive Capital Accounts pro rata, in
accordance with their relative positive‘C;_ipi_tal Accounts, to return in full their positive Capital

. Accounts.
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(d) Fourth, pro rata to all holders of Stock Ownership Interests, in
accordance with their respective percentages of Stock Ownership Interests set forth in -
Schedule A-1(p.37). , o .

(¢) Fifth, in the event there are not remaining holders of Stock
" Ownership Interests, then pro r&ta to the Partners, in accordance with their respective CGCN
Partner Percentage Interests set forth in Schedule A-2(p.38), or as otherwise specified in this
'Agreement. ‘

[

-10.5  Priority Share. In the event the tran_sac;tion(s)' described in either
Section 10.1 or 10.2 is i.n.trod_uc‘ed to the Company by one or more Partners, five percent (5%)'
\of the net proceeds from such transaction(s) (thé “Priority Share”) shall) first be distributed to
such Partner(s). [f more than one Partner claims to have introduced such transaction(s) to tﬁe
Company and cannot agree who is entitled to the Priority Share under this Section 10.5(;5._29),
the Partner(s) entitled to receive the Priority Share and their relative shares of the Priority Share

shall be determined by the affirinative majority action of fhc Executive Committee.
ARTICLE XI

ACCOUNTING AND BANK ACCOUNTS

11.1  Fiscal Year:and Accounting Method. The fiscal year and taxable year
of the Company shall be a December 31 calendar year, except as otherwise approved pursuant
to Subsection 6.11(g). The accounting method of the Compary shall be the cash method of

accounting, except as otherwise approved pursuant to Subsection 6.11(p. 17) (g).

11.2 Boolés and Records.

.The books and records of the Company shall be maintained at the principal

office of the Company or otherwise at a location to be determined by the Managing Partner.
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Each Partner (or such Partner's designated representative) shall have the right

during ordinary business hours and upon reasonable notice to the Managing Partner to inspect

B ~and copy (at siich Partner's expense) any books and récords of thie Company.

11.3 YeﬁreEnii;Fin‘a'ncia'l_ng‘ or! As 500n as reasonably practicable after

and delivered to each Partner all financial information with respect to the Company necessary

for preparation of the Partners' federal and state income tax returns.

11.4 Tax Returns. Elections, and Tax Matters Partner. The Managing
Partner shall catise to be prepared and tithely filed all fedéral, state and local income tax retiirns

or other returns or statements required by applicable law. The Company shall claim all

pgﬁijSible deductions and make such elections for federal or state income tax purposes which

“the Managiﬁg Partner reasonably determines in his or her judgment to produce the most

favorable tax results for the Company and its Partners.

1 1,5' Certain Tax Elections. If there is a distribution of any of the Company's
assets as.described in Code Section 734, or if there is a transfer of an Interest as described in

Code Section 743, then, upon the. fequest of ariy Partner, the Managing Pattnet with the

754 to provide for-an optional adjustment to the basis of the Company's assets.

11.6  Bank Accounts. All funds of the Company shall be deposited in one or
more separate checking, money market or simiiar account(s) in the Company's name in such
‘financial institutions approved by the Managing Partner with approval of the Executive
Cominjtte;e. Withdrawals and payments therefrom shall be made only by the Managing Partner

and such other Persons authorized to do so by the Executive Commiittee.
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ARTICLE XII
MISCELLANEOQUS

12.1 Independent Contractors. The Partners agree that the Company may
enter into agreements with third-party independent contractors from time to time as approved
by the Executive Cormittee.

12.2  Title to Assets. Title to the Property and all other assets acquired by the
Company shall be held in the name of the Company. No Partner sh_all-indivi_(iually have any
" ownership interest or rights in the Propef“cy or any other assets of the Company, except
indirectly by virtue of such Partner's.ownership of an Interest. No Partner shall have any right
to seek orobtain a partition of the Property or other assets of the Comﬁany, norshall any Partner

have the right to any specific assets of the Company upon the liquidation of or any distribution

from the Company.

12.3 »N.at_t_l’re“gf\ Il}te[é_st..in-.the .\Co'n_l'[_)-_:il_l'_ly_. A Partner's Interest shall be

personal property for all purposes.

124 Deadlock and Dispute.

(a) Deadlock. Notwithstanding anything to the contrary contained herein,
_ in the event of a dispute or deadlock among the Partners which they are unable to resolve
themselves after using their best efforts to do so withif thirty (30) days after written notice
from one Partner to one or more other Partners citing such disput‘é or deadlock, such dispute or

- deadlock shall be resolved in accordance with the provisions of Subsection 12.4(b) below.

(b) Mediation and Arbitration. All disputes and controversies between or
among any one or more of the Partners, the Managing Partner and/or the Company arising out
of or in connection with this Agreement or the operation of the Company, except for temporary
restraining orders or injunctive relief sought, that cannot first be resolved by direct
communication shall be submitted to mediation invoked by any Pérma:r in writing to the other

interested Partners and to-the Company and, if mediation does not resolve any such dispute or
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controversy, it shall be submitted to binding érb'itra'tion as the sole remedy pursuant to the
following procedure. Any party may, by written notice to the others within thirty (30) dgys
after the controversy has arisen hereunder, appoint an arbitrator who shall be either an attorney
or an ‘accountant. If the parties cannot-agree to such arbitrator or another arbitrator within
fifteen (15) days after written notice of the appointment of the arbitrator is received by the other
party or paﬂie§; the first party shall apply to the Superior Court of the District of Columbia to
appoint a second arbitrator pursuant to the provi.si.ons of the District of Columbia Reviéed
Uniform Arbitration Act, AT'i.tle 16. Ch‘apter 44 of the District of Colﬂ'mbia Code (the “DC
on a third arbltrator and shall appoint htm or her by written notice 51gned by both of them and
a copy mailed to each party hereto within fifteen (15) days after such appointment. Upon his
or her appointment, the third arbitrator shall hold ‘an arbitration hearing in the District of
Columbia within thirty (30) days after such appointment. The arbitration shall be subject to the
provisions of the DC Code, as it may be in effect at the time of the arbitration. The arbitrator
shiall permit prior to the hearing by each of the parties limited discovery on a schedule as
determined by the arbitrator in his or her sole discretion to be appropriate for the matter being
arbitrated; provided that each pérty shall be entitled to no more fhan two sets of interrogatories,
production of docuhents an-d admissions served by each barty upon the other parties, and to a
reasonable number of depositions as permitted by the arbitrator in his or her sole discretion.
At the he‘aring the arbitrator shall allow each party to pr’ese’ﬁt his, her or its case, evide'ﬂce arid
his or hcr award, if any, 1nqlud1ng a provision for payment of costs _an;_i expenses of arblt_ranon
to be paid by one or more of the baﬂies, as the-arbitrator deems just in his or her sole discretion.
The decision of the arbitrator shall be binding on the parties (although each party shall retain
his, her or its right to appeal any questjons of law arising at the he"ariﬁg, provided such party
posts a bond in the amount equal to. 125% of the arbitrator’s award with the appellate trlbunal)

and judgment may be entered thereon in any court having jul‘lSd!CthD
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12.5 Waiver of Default. No consent or waiver, expresé or implied, by the
Company, the Managing Partner or a Partner with respect to any breach or default by the
Managing Palltrier ot anothet Partner hereunder shall be dge’fned or constriied to be a consent
or Waivér with respect to any other breach or default by such Managing Partner or Partner of
- the same provision or any other provision of this A'gr_ee.men_t‘ Fa-.ijlu.r_e on the part of the
‘Company, the Managing Partner or a Partner to complaiﬁ of any act or failure to act of the or
another Partner or to declare such Managing Partner or other Partner iﬁ default shall not be
deemed or constitute a waiver by the Company, the Managing Partner (;r any other Partner of
. any rights hereunder. '
12.6 Amq@dment. This Ag;eérhent may be amended ét any time pursuant t,o.
Section 6.11(y). '

12.7 No_ Third-Party Rights. None of the provisions contained in this
Agreement shall be for the benefit of or enf‘orcgable by any third parties, including creditors of
the Company. The parties to this Agreement expressly retain any and all rights to amend this

Agreement as herein provided, notwithstanding any interest in'the Agreement or in any party'

12.8 .S_g\:r:e['z_l'l_)ilig_ y. It the event any provision of this Agreement is held to be
illegal, invalid or unenforceable to any extent, the legality, validity and enforceability of the
remainder of this Agreement shall not be affected thereby and shall remain in full force and

effect and shall be enforced to the greatest extent permitted by law.

129 Binding Agreement. Subject to the restrictions on the disposition of

Interests herein contained, the provisions of this Agreement shall be binding upon, and inure

successors and permitted assigns.
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12.10 Headings. The headings of the Articles and Sections of this Agreement
are for cor_lyejn‘ienc"e of reference only and shall not be considered in construing or interpreting

any of the terms or provisions hereof.

12.11 Inter.greta'tion. Except as otherwise provided herein, to the extent ’
provisions or terms of this Agreement are subject to varying interpretations or const'mc’tions,
the parties iﬁténd that such provisions and terms be interpréeted consistent and in accordance
with any similar provisions and terths set forth in the Act and successor laws.. '

12.12 Governing Law. This Agreement shall be construed according to and
governed by the laws of the District of Colurhbia. but without regard to District of Columbia

choice of law rules.

12.13 Counterparts. This Agreement may be executed in one or more

counterparts, all of which shall constitiite but one and the same Agreement.

12.14 Amendments. All references in this Agreement to the Act, the Code,

the Sc‘:h‘ed_ules or Exhibits of this Agreement shall mean as amended, extended, supplemented

or otherwise modified from time to time. .

[SIGNATURES ON FOLLOWING PAGE]

34

Fourth Amended and Restated Operating Agreement of CGCN Group, LLC dated aé of fanuary 1, 2018
Schedules, exhibits, charts & graphic materials used to explain every section of this agreement are on pages 36-44

Received by NSD/FARA Registration Unit  07/20/2018 1:45:01 PM



Rece_:ivéd by NSD/FARA Registration Unit 07/20/2018 1:45:01 PM

7/16/18

IN WITNESS WHEREOF, the Partners have caused this Agreement to be duly

executed as.of the date first written above.

! (7( /u | _ 7_‘*/18

Mtchael Catanzaro, Partner - Steve Partner

M“‘AX 1 ( W l\a
Samuel Geduldig, Yartner ’
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EXHIBIT 1

FORM OF. SUBSCRIPTION AGREEMENT

SUBSCRIPTION AGREEMENT

Reference is hereby made to the CGCN GROUP LLC OPERATING
AGREEMENT (Amended and Restated January 1, 2018) as amended from time to time-
(the “LLC Agreement”). among [NAMES OF EXISTING PARTNERS] and. CGCN Group
LLC, a limited liability company organized and operating under the laws of Washington,
District of Columbia (the “Company”). Pursuant to and in accordance with' Subsection 8.4(c)
of the LLC Agreement, the undersigned hereby acknowledges that it has received and reviewed
a complete copy of the: LLC Agreement and agrees that upon execution of this Joinder, such
Person shall become a party to the LLC Agreement and shall be fully bound by, and subject to,

" all of the covenants, terms and conditions of the LLC Agreement as though an original party
thereto and shall be deemed, and is hereby admitted as, a Partner for all purposes thereof and
entitled to all the rights incidental thereto.

Capitalized terms used herein without deﬁmtlon shall have the meanings ascribed thereto in
the LLC Agreement.

"IN WITNESS WHER-EOF, the parties hereto have executed this Agreement as of [DATE].

[NEW PARTNER]

. By

Name:

Title:

APPENDICES
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1. Appendix I: DEFINITIONS (p.47)

2. Appendix Il: ALLOCATIONS AND DISTRIBUTIONS (p.54)
3. Appeidix III: LOANS AND GUARANTEES (p.65) '
4. Appendix [V: PURCHASE BOOK OF BUSI’N‘ESS (p.70)

5. Appendix V: STOCK OWNERSHIP INTERESTS (p.73)

APPENDIX I

DEFINITIONS -
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"Act" nieans the District of Columbia Limited Liability Company Act, Title
29, Chapter 8 of the 2014 District of Columbia Code, as amended or substituted from time to

time.

"Agreement' means this Operating Agreemém of CGCN, LLC, a District of

Columbia limited liability company, as it may be restated and/or amended from time to time.

"Articles" means the Certificate of Organization of the Company filed with
DCRA on September 22, 2011; as amended from time to time.

"Available Cash” means the aggregate amount of cash or other assets (as
determined by the Managing Partner) on hand or in bank, money market.orsimilar-accounts of
the Company at any time derived from any source (othér than capital contributions, loan
proceeds or [iq"ui_dati_n'g transactions) and which the Mangging Partner determines is available
for distribution to the Partners after taking into account any amount maixit;gin;;:_d-as Reasonable

Reserves. X -

"Bankruptey™ of a Partner means when (1) an order for relief is entered in any'
case under Title 11 of the United States Code with respect to the Partner as a debtor, (ii) the
Partner has filed or acquiesced in the filing of a petition in-any court, other agency or political
subdivision (inch'ldin‘g, but not limited to, federal or state coiirt) in any bfankrﬁptcy,
reorganization, receivership, composition, extension, arrangement or insolvency proceeding,
~or (iti) the Paﬁncr has executed and delivered a generél assignment for the benefit of his or her

creditors.

“Business”  means the legislative and issue advocacy consulting and related -
services conducted by the CGCN Advocacy Division of the Company and the media felat'ions,
grassroots activities, blog posting, conservativ'e messaging, opposition research, polling, web
design and related services conducted by the CGCN Strategic Communications Division of
the Company, and any other business-activities established in the future in a separate Division
or otherwise as distinct from the Company’s established business activities which is organized

and managed as a cohesive group within the Company, and to carry on'all lawful business
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activities incidental thereto, including without limitation the entry into Contracts in

furtherance of such business activities.

"Capital Account" means the separate adjusted capital account maintained by
the Company for a Partner in accordance with the provisions of Code section 704(b) and the

h Treasury Regulations thereunder solely for tax and accounting purposes.

"Capital Contributions" to the Company mcan; the aggregate of the cash and
féir market value (net of liabilities secured by contributed property which the Company is
considefed-to assume or to take subject to under Code section 752) of a Partner's capital
gontri:but,idrjx (if any) thfa_t'are designated as capital contributions in an amendment to this
Agregmeﬁt and in the records of the Company maintained at the Company's principal pl_ace'df

- business. The term Capital Contribution shall not include any amountl constituting a loan to

the‘Cbmpany by a Partner.

“CGCN Advocacy Division™ means the Division of the Company which has

in the past and shall continue to provide legislative and issue advbcac'y primarily with the

Federal Government, consisting of the Partners set forth in Sche_git}l_g A-2(p.38), as amended. -

“CGCN. Strategvici.CQm‘rpuni_catio_n's\ Division” means the Division of the

Company which has in the past and shall continue to provide m‘_edia relations, grassroots
activities, blog posting, conservative messaging, opposition research, polling, and web design
geared to corporate and coalition messaging, consisting of the Partners set forth in Schedule
A-2(p.38), as amended. .

"Clark' refers to Steve Clafk.

“Company” means CGCN Group LLC, a District of Columbia limited liability

company.
"Code'" means the Internal Revenue Code of 1986, as émended.

" has the meaning set forth in

Section 5.1(p. 7).
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' “Contract” means all contracts, leases, deeds, mortgages, licenses,
instruments, notes, commitments, undertakings, indentures, joint ventures and all other

agreements, commitments and legally binding arrangements, whether written or oral.

“Debt_Service” means the total of® all payments, including principal and
interest, payable in any period with respect to any loans to the Company or any other loaris

pursuant.to which the properties or assets of the Company are encumbered.
. “Executive Committee” has the meaning set forth in Section 6.6 (pg. 12).

“DC Code” means the 2014 District of Columbia Code,-és amended or

repiaced from time to time.

“DCRA” means the District of Columbia D.ebartment of Consumer and
Regulatory Affairs, Corporations Division, as that agency or its name may by modified or

replaced from time to time. ,

“.Disabilig;" means A physical or mental c_ondi_tién whereby, for a period
which is reasonably expected to lastn at lea.st one hundred eighty (180) consecutive calendar
days or one hundred eighty-one (181) calendar days within a period of three hundred sixty-
five (365) consecutive calendar days, a Person is (i) under a legal decree of incompetency, or
(i1) eligible for benefits for more than 50% disability under any group or individual disability
insurance policy (as confirmed by the insurance company), or (iii) unable to péﬁoﬁﬂ
substantially all of his or her regular duties, as determined by two (2) licensed examining

physicians, to which examination each Employee-Owner hereby consents

“Division™ refers to the CGCN Strafegic Communications Division of the
Company or the CGCN Advocacy Division of the Company, or any other Division of the
Company established in the futire to conduct Businéss on behalf of the Company, as the

context requires.
"Geduldig" refers to Samuel Geduldig.

"Gross Income" means Gross Revenue minus Client Specific Expenses.’

1 CGCN Amending Resolution #1, Amended and Restated Decembér 6, 2017.
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"Gross Revenue' means the culmination of all revenues, prior to the payment

of any expenses.’

“Indemnitee” has the meaning set forth in Section 7.3(p. 22).

"Majority in Interest" means any group of Partners holding an aggregate of
more than 50% of the Stock Ownership Interests held by all Partners, unless otherwise
indicated. | | ‘

""an_l?_g_ing Partner" means the Person(s) serving as Managing Partner

Agreement shall include and mean all Persons serving as Managing Partner at any time.

- "Net Operating Income" equals Gross Income minus Common Expenses. Net '

Operating Income is also referred to as “Pre Non-Common,™

"Partner(s)" is the term generally used in this Agreement for the purpose of
referring -to those persons executing or joining in this Agreement as “members” of the
Company within the meaning of that term under the Act, whose names are set forth in

Schedule A-2(p.38), as amended from time to time, directly or through an attorney in fact.

"Partner Percentage Interests" i's»the term generally used in this Agreement
referring to aI-l of a member's rights and interests in the Company in such mérnber.‘s capacity
as a “member” of the Company within the meaning of that term under the -Act, including such
meriiber's economic interest (except the right to distributions under Section 10.4(p.28) and
Aggendﬁ V(p.73) in the event there are Stock Ownership Interests issued and outstanding,

- which shall be solely in proportion t‘o Stock Ownership Interests held by members), the right
to. participate in management and fhe right (if any, which shaﬂl be solely in proportion to Stock
Ownership Interests held by members if siich Stock Ownership Interests are issued and
outstanding) to vote as provided.in this Agreement or in any applicable Resolution. For all

purposes und_et" this Agreement each member’s Partner Percentage Interests is stated in

2 CGCN Amending Resolution #1, Amended and Restated Decembér 6,2017.
3 CGCN Amending Resolution #1, Amended and Restated December 6, 2017.
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Schedule A-2(p.38) as a percentage of all Partner Percentage Interests in the Company as a
whole, and as a percentage of all Partner .Percentage Interests in his or her..Division, as the
case miay be, set and adjusted by the Executive Committee from time to time, as illustrated by
example in Schedule B (p. 41). “Partner Percentage Interests” is the percent interest for

partner distribution and common expense allocation.

. “Net Income or Net Loss” means the income or loss, as the case may be, of
the Company for an accounting period as determined in accordance with Section 703(a)(1) of
the Code, inchiding each item of income, gain, loss or deduction required to be-separately -
stated, but e‘Xclﬁding gain or loss from a séle or any liquidating transaction. |
"Notice" means a writing, containing the information required by this
Agreement td be communicated to a party by hand.deli:very, or sent by United Spates Priority
mail, retﬁm receipt requested and postage prepaid, by overnight commercial carrier or by
electronic mail, to such party at the last known address of such party as shown on the records
of the Company, the date of receipt thereof as evidenced by the-written confirmation of the
party making hand delivery, return ‘receipt of United States mail or overnight commercial
carrier, or deliver confirmation of electronic mail, as the case may be, being deemed the date

of receipt thereof.

“Qperating Expenses” means all costs and expenses of the Company incurred

in the ordinary course of operating the Business in any period.

"Person(s)" means any individual, trustee, partnership, limited llablllty
company, corporation, cooperatlve, trust or other entity.
"Proﬁts’f or “Losses" means, for an accounting period or part thereof, the Net

Income or Net Loss (or item of Net Income or Net Loss) of the Company:

(a) as determined by the outside independent certified pdblic
accouintants for the Company for federal income tax pul"_posjes_ (for this purpose, all items of
income, loss, gain or deduction required to be separately stated shall be included in taxable

income.or loss); plus

% CGCN Amending Resolution #1, Amended and Restated December 6; 2017.
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‘ (b) income and gain exempt from tax and not otherwise included in
taxable incorme or loss; less . _

- (c) expenditures of the Company not deductible in computing the
described in Code Section 705(a)(2)(B) and not otherwise taken into account in taxable income

or loss.
"Property" means any property owned by the Company.
“Reasonable Reserves” means a reserve funded by the Company in an amov.;nt
recommended by the Managing Partner and approved by a Supermajority. ‘
“Bg}i:e_lﬁptio!lul_';y_egt” means with respect to a Partner withdrawal, resignation,

Operation of Law.

“Resolution” means a resolution not inconsistent with this Agreement duly '
adopted by the Partners holding a Supermajority: A resolution adopted by the: Partners.shall
not be considered inconsistent with this Agreement if such resolution does not conflict with

an express provision of this Agreement, as amended.

“Stock. Ownership. Interests” The following section or sections of this
agreement may have been altered By Amending Resolution #1. See page‘77. A mechanism'for
recognizing Partners’ contribution to the Company represented by Shares as described in
Appendix V (p.73) whfch are determined as a function of the number of Points earned by
Partners for each calendar yéar for which the Partners agree by affirmative action of a
Supermajority to approve Stock Ownership Interests which are reflected i_n.S_cl_l_e'(_i_‘i_llc_a_ D(p.43-
44), as amended from time to time by the affirmative vote of Partners holding a Supermajority.
The percentage of Stock Ownership Interests approved and reflected in Sch'efi ule D(p.43-44)
will be reevaluated by-the Managing Partner and approved by the Executive Committee

-annually and reset in Schedule D(p:43). apd-shall constitute the exclusive basis for voting by

Partners, in proportion to Stock Ownership Interests, rather than Partner Percentage Interests.
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“Supermajority” means Partners representing more than seventy percent
70%) of the outstanding Stock Ownership Interests entitled to be voted.
ding p

"Transfer", and any derivation of the word, means (i) when used as a verb, to
give, sell, exchange, assign, transfer, pledge, hypothecate, bequeath, devise or otherwise
dispose of or encumber, and (ii) when used as a noun, the nouns corresponding to such verbs,

in either case voluntarily or involuntarily, by operation of law or otherwise.

"Unanimous Agreement" means the agreement, whether written or otherwise,
of Partners holding 100% of the Stock Ownership Interests entitled to vote, uriless otherwise

specified in this Agreement.

4

53

Fourth Amended and Restatgd Operating Agreement of CGCN Group, LLC dated as of January 1, 2018
Schedules, exhibits, charts & graphic materials used to explain every section of this agreement are on pages 36-44

Received by NSD/FARA Registration Unit 07/20/2018 1:45:01 PM




Received by NSD/FARA Registration Unit 07/20/2018 1:45:01 PM

7/16/18

APPENDIX II
ALLOCATIONS AND.DISTRIBUTIONS

Y

1.1  Allocation of Proﬁfs-an(_i Losses. Profits and Losses of *the

Company shall be :accounted for collectively from all Business conducted by the Company, -
including without limitation from the CGCN Advocacy Division, the CGCN Strategic
Communications Division and any additional Division éstab’lished in the future by the
Company, and.shall also be booked separately by Division 'for the purpose of applying the
1.5 and 1.7 (p. 54 - 5_8) or by Resolution, Profits and Losses of each separate Division shall be
allocated to the Partners in proportion to their respective Partner Percentage Interests within
theif_ separate Divisions, as set forth on Schedule A-2 (p.38) of the Agreement. Profits and
Losses shall be similarly allocated to the Partners of any additional Division established in the
future by the Cgmpaﬂy, m proportion to the respejctive Pe’fr_tncr Percentage Interests established

for the Partners of such Division.

1.2 Allocation of Profits from New Clients Originated by a Partner for

His Divisi'op. The following section or sections of this agreement may have been altered. by
Amending Resolution #1. See page 77. In the event a Partner or Partners (hereafter an
"Qriginating Partner(s)") introduce a client to the Comipany for services to be p::rformed
primarily by his or her Division (the “Qriginating Div_i_s'?on”) who has not p'rcviou_s_l_y done
business with the Company (each such client a ""New. Client"), the income derived from the
revenue collected from such New Client (such amount of revenue from a New Client to be
known as "New Client Revenue™) for the first 12 months of such New Client's engagement
with the Compary, if the Originating Division is the CGCN Advocacy Division, shall be

Partners, that same income shall be allocated sixty percent (60%), and divided as determined
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by the primary originator.® provided that the Executive Committee shall have the right to
increase siich allocation to the Originating Partner(s) to a be’rdcntage in ex;:ess of sixty percent
(60%). Thefe‘mfaining income derived by the CGCN Advocacy Division from such New Client
be allocated to each Partner of the CGCN Advocacy Division in the proportion that the'
percentage of such Partner’s Partner Percentage Intereéts bears to the total Partner Percentage
" Interests set forth in Schedule A-2 (p.38). In the case of the. CGCN Strategic Communications
Division, _th'e income derived from the revenue collected from such New Client shall be
allocated to the Partners of the Division in stich ma‘nn'er as the Division establishes from timie
to time for such allocations. In the event the Partners of the CGCN Strategic Communications
DiVisi;)n are unable to agree to allocation of the income derived from the revenue co‘il_eqt_jqd
from such New Client within thirty (30) calendar days after the revenue is feceiv,ed by the
Company, the allocation shall be irrevocably allocated among the Partners of such Division in

the manner determined by the Executive Committee.

1.3 Allocation_of. Profits from "Plis Ups". The following section or
sections of this agréem_ent may have beéen altered by Amending Resolution #1. See page 77.
In the event that the amount of a mqn_et_ai'y retainer held by the Company from an Existing
Client is increased through effort of a Partner -or Partners (hereaftera ""Plus Up Oﬁginating
Partner(s)") during the term of this Agreement, the income derived from the revenue collected
from such Existing Client that is not New Client Revenue in the amount by which such retainer
has been increased (siich increased amoiint of révenue to be known as a ""Plus Up'"') shall be
allocated to suéh Plus Up Odg{nating Partner(s) 50% or 60% durmg a period of 12 months
following the date on which such Plus Up is instituted; provided that the Executive Committee
shall have the right to increase such allocation to the Originating Partner(s) to a percentage in
excess of sixty percent (60%). The remaining income dcﬁved by the CGCN Advocacy Division

from the revenue collected from .a‘r')y such Plus Up collected during the period of 12 months

5 Amending Resolution #1, section S, as amended and festated
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fdlldwiﬁg the date on which sich Plus Up is instituted shall be allocated to each Partner of the
CGCN Advocacy Division in the proportion that the percentage of such Palftner’s Partner
Percentage Interests bears to. the total percentage Partner Percentage Interests set forth in
Schedule A:2(p.38). In the case of the CGCN Stratégic Communications Diviston, the income
derived from the revenﬁe collected from the income derived from such Plus Ups shall be
allocated to the Partners of the Division in stch manner as the Division establishes from time

. to time for such allocations.

14 Allocation of Profits from New Clients Originated by one Division

for the Other Division. The foliowing section or sections of this agreement may have been
altered by Amending Resolution #1. See page 77. In the event Odginafing Partner(s) introduce
a New Client to the Company for services to be performed not by the Originating Division but
by the other Diﬁs’io‘ﬁ, twenty percent (20%) Qf the Net Revenue derived from siich New Client
allocated to the Originating Division. In the event the CGCN Advocacy Division is the
Originating Division, such Originating Partner(s) shall be allocated sixty-six percent (50% or
60%) of the twenty percent (20%) of Net Revenue allocated to the Division; provided that the
‘Executive Committee shall have the right to increase such allocation to the Originating
Partner(s) to a percentage in excess of sixty-six perce‘n't.(50-60%). The remaining portion of
such twenity percént (20%) of Net Re'ver‘iﬁe sﬁall be allocated, in the event the CGCN Advocacy
Division is the Originating Division, to each Partner of the Division -i_n proportion to the

percentage that such Partner Percentage Interests bears to the total Parma Percentage Interests

set forth in Schedule A-2(p.38) of all Partners.of the CGCN Advocacy. In the event the CGCN
Strategic Communications Division is the Originating Division, twenty percent (20%) of the
Net Reveniie derived from such New Client durinig the first 12 months of such New Client's
Partners of the CGCN Strategic Communications Division in such manner as the Division
establishes from time to time for such allocations. The:remaining eighty percent (80%) of Net

Revenue from such New Client for the first 12 months of such New Client's engagement with
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_ the Company shall be allocated to the other Division who performs the services to be further '
allocated, in the case of the CGCN Advocacy Division, to each Partner of the Diﬁs‘io’h in
proportion to the pe'rcentage.that such Partner’s Partner Percentage Interests bears to the total
Partner Percentage Interests set forth in Schedule. A-2(p.38), of all Partners of the CGCN
Advocacy Division. In the case of the CGCN Strategic Communications Division, the
remaining eighty percent (80%) of Net Revenue from such New Client for the first 12 months
of such New Client's engagement with the: Company shall be allocated to the Partners of the
CGCN Strategic Communications Division in such manner as the Division establishes from

time to time for such allocations. If the person(s) originating work for the other division can

~ acase by case, client by client basis.

1.5  Allocation of Profits from Existing‘ Clients of One Division

" Introduced to the Other Division. In the event one Division introduces an Existing Client

of that Division to the other Division for services to be performed by the other Division, twenty
for the first 12 months the other Divis’_ion provides services to such Existing Client shall be
allocated to the Division that introduced 'the Existing Client to the other Diviston, to be
allocated, in the case of each Partner of the CGCN Advocacy Division, in such proportion as -
the Partners of such Division may agree in consultation with the Managing Partner and, in the
case of the CGCN Suategic,Communications Division,. in. such manner as the Division
establishes from time to time for allocation of Net Revenue . The remaining eighty percent
(80%) of Net Revenue derived from the revenue collected from such Existing Client for the
first 12 months shall be allocated to the other Division who performs the services to the .
Existing Client. Such 80% of Net Revenue shall be further allocated, in the case of each Partner
of the CGCN Advocacy Division, in such pfoportion as the Pa'rtne‘rs of such Division may

agree in consultation with the Ma‘naging Pa_rtper and, in the case of the CGCN Strategic
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Communications Division, in.such manner as the Division establishes from time to time for
such allocations. If the person(s) originating work for the-other division can come to a mutual
agreement with the other division on a different. percentage allocation foriiiula and it is
approved by the Executive Committee, then that' agieement is deemed appropriate not

Withstanding Section 1.4 (pg. 56). This.could be d()n_é ona cés_e by case, client by client basis.

1.6 .Allo‘cation of Profits from Shared Clients Originated Between
Divisions. Income from New Client Revenue and Plus Ups collected from a Shared Client

shall be allocated between the Divisions as determined by the Originating Partners, and
approved by the Managing Partner, on a case by case basis. The income allocated uﬁder this
Section 1.6 to each Division shall be further allocated among Partners of such Division in such
manner as the Di.visi'on establishes from tirhe to time for such allocations. For the purpose of.
this 'Ag,reer'r‘leﬂt, a “Shared Client” is a Client for whom services are provided and fees are
- received by both the CGCN Strat_egiq CQmmlinigations Division ’an_d the CGCN Advocacy

" Dtvision.

17 CGCN Strategic Communications Division Deadlock. In the event
the Partners of the CGCN Strategic Communications Division are unable to agreé to allocation

of any income derived from the revenue allocated to such Division, or the révenue to be .
distributed to Parthers of the Division, within thitty (30) calendar days after receipt by such
Division of'a copy of a Company Monthly Financial Statement for any month for which an
allocation is made to the CGCN Strategic Communications Division, the income shall be
allocated and the revenue distributed among the Partners of such Division in the manner
determined by the Executive Committee, which will be irrevocable. _

18  Originating Partner. The decision as to which Partner or Partners
(when there is more than one) constitute the Originating Partner(s) for a particular New Client,
manner in which the revenue originating with that New Cliet;lt ‘or the Plus Up originating with

that particular client is to be allocated during the first 12 months following the date of such"
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New Client's engagement or such Plus Up is instituted with the Company, as the-case may be;
shall be made by the Managing Partner at the time of the start of such New Client's engagement
with the Co’rn’p‘aﬁy, or at the time the Plﬁs Up is instittited, as the case may be, as illustrated b'y
Ongm_atmg Panngr_ or Plus Up Ongm‘a_t_mg Part_n;qr c_ipput_e_s the Managmg Partner_ s
determination, such Partner may appeal to the Executive Committee who will make the

determination, which will be:irrevocable.

1.9 Lead Partner and Ranking Partner Allocations. Each CGCN
Advocacy Divisib'i_)‘ client shall be assigned a Lead Partner and shall be assigned one or more
Ranking Partners. The Lead Partner for eaéh client n\aay be one of the Originating Partners or
Plus Up Origi_na_fj_ng Partners for such client or, in the case 'of'an Existing Client, a Partner
selected by the Partners in consultation with the Managing Partner. One or more Originating
Partners or Plus Up Originating Partners of a client may also serve as Ranking Partner(s) for
New Clients, Plus Ups or Existing Clients, as the case may be. Notwithstanding provisions for
allocations or distributions under this' Appendix II(p.54), a Lead/Ranker(s)
Allocatidn/Distriﬁﬁtidn of (a) all revetiie received by the CGCN Advocacy Division from an
Existing Client after the first twelve (12) months of a New Client's engagement with the
Company, and (b) all Net Revenue received the by CGCN Advocacy Division from a New -
"Client or Existing Client after the introduction of such ci_i_en_t by the CGCN Strategic
Communications Division to the CGCN Advocacy 'Divisio-n, shall be deducted from such
revenues prior to allocation of income or distribution of revenues to Partners in- accordance
with this 'Ag’p_g“ndix 11 (p 54) The Lead/Ranker(s) Allocatibn/l)istribution shall be allocated
Partner with advice from the Onglnatmg Partner(s) or Plus Up Ongmatmg Partner(s) if any
The full Lead/Ranker(s) Allocation/Distribution may be allocated -and distributed to'the Lead
Partner, and the balance, if any, to the Ranking Partner(s) as determined, as illustrated by
example in Schedule C (p.42) to the Agreement.
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2. Distributions and Expenses

2.1 Monthly Financial Statemeits, The books and financial records of the
Company shall be maintained by a bookkeeper engaged by the Company for such purpose, to
maintain such books and financial ‘r_ecord‘s cgnsistcntly‘ applying generally accepted
accounting principles and usiﬁg an electronic accounting: systém recommended by the
Company’s outside independent certified public. accountant. The bookkeeper shall make best
efforts to provide the Managing Partner an unaudited and unreviewed income statement and
balance sheet for each calendar month (for each month, a “ ompany Monthly Finaricial

 Stateiiient”) within ten (10) calendar days, and will provide such Monthly Financial

Statement no later than twenty (20) calendar days, following the calendar month most recently
ended (each, a "Fiscal Period"), together with separate Division statements of income and
expenses for the CGCN Advocacy Division and CGCN Strategic Communications Division
containing-as much as practicable breakdowns by individual Partners.of New Client Revenue,
Plus Ups, Net Revenue, Revenue from Shared Clients, Common Expenses and Client Specific

s

Expenses related to the Parthers of each such Division.

2.2 I_)ist‘!'_i‘bu_'g_i_o'ﬁs.. The Managing Partner shall review the Comipany
Monthly Financial Statement for each Fiscal Period, and the separate statements of income
and expenses for each of the Divisions, as soon as practicable to determine the ambunt of
Available Cash and the manner in which it should be distﬁbuted by Division and among
Partners within each Division. The Managing Partner shall then distribute the Available Cash
for such Fiscal Period to the Pattriers within ten (10) calendar days, or as soon as reasonably
~ Fiscal Period in the manner as follows:

(@)  To Repay Third-Party Loans To the Company. ' to repay to the

Company any loans made by lenders other than Partners, as due and payable in -accordance
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with the loan instruments, to be distributed among such lenders in the event Available Cash
Flow is inadequate- to pay all such amount in ﬁlll then pari passu in proportion to the
respect:ve loan balances and accrued interest owed to each such lender; then
(b)  ToRepay Loans From Partners. - to repay any loans made by
Partners to the Company, to be distributed amhong such Partnets pari passu in pjro'po'rﬁon to
’ the r'espe‘ctiVe loan bala‘nces and accrued interest owed to each such Partneér by the Company .

(c) To CGCN Advocacy Division Partners.in.the.following priority:

(i): sixpy percent (60%) of the New Client Revenue-(or such
greater percentage set by the Executive Committee) originating with each New Client of the
CGCN Advocacy Division during the first 12 months of such New Client's engagement with
the Com'pan‘y which is collected in each Fiscal Period from stich New Ciient‘eh‘all be distributed
ther_e is more _t_hzm one), :_and the remaining New Client Rever_me collected fmm any such New
Client during the first 12 months of such New Client's engagement with the Company shall be
distributed to each Partner of the CGCN Advocacy Division in the proportion that such CGCN
Advocecy Division Partner’s Partner Percentage Interests bears to the-total CGCN Advocacy:
Division Partner Percentage Interests set forth in Schedule A-Z(p.38;)'of all Partners of the
CGCN Advocacy Division who did not originate the New Client Reveriue, subject to reduction
by the amount of EXpenses charg'ed to the Partners in accordance with the provisions of Sec_tion
2.3(p. 63) below; then | _
| o o (i)  The following section or sections of this agreement may
have been altered by Amendmg Resolution #1. See page 77. sixty percent (60%) of the revenue
(or such greater percentjc_lge set by the Executive Committee) originating with each Plus Up of
the CGCN Advocacy Division during a period of 12 months following the date on which such
Plus Up is instituted which is collected in each Fiscal Period from such client shall be
distributed to the Plus Up Originating Partner(s),. if any (in the proportion agreed by the Plus

Up Originating Partners if there is more than one), and the remaining revenue collected from
61

Fourth Amended and Restated Operating Agreement of CGCN Group, LLC dated as of January 1, 2018
Schedules, exhibits, charts & graphic materials used to explain every section of this agreement are on pages 36-44

Received by NSD/FARA Registration Unit  07/20/2018 1:45:01 PM



Received by NSD/FARA Registration Unit 07/20/2018 1:45:01 PM

7/16/18

any such Plus Up during a period of 12 months following the date on which such Plus Up is

instituted shall be distributed to each Partner of the CGCN Advocacy Division in the proportion

that such CGCN Advocaf;y Division Partner’s Partner Pe_rcg;npa;ge Intgres;s bears to the total

CGCN Advocacy Division Partner Percentage Interests set forth in Schedule A-2(p.38);

Sl..lbjﬂect to reduc';ion by the amount of Expenses charged to the-Partners- in accordance with the
“provisions of Section 2.3 below; then '

. (iii) ~ The following section or sections of this agreement may
have been altered by Aménding Resolution #1. See page 77. all revenue received by the CGCN_
Advocacy Diviéion (A) from a Shared Client, and (B) from a New Client after ihe first twelve
(12) months of a New Client's engagement with the Company, unless there is a Plus Up with
respect to such client, then all revenue received after the 12 months following the date on which
such Plus Up is instituted; and all Net Revenue received the by CGCN Advocacy Division
from a New Client or Existing Client after the first twelve (12) months of the introduction of’
such client by the CGCN Stra;egié C,Qfﬁmunic_jations Division to the CGCN Advocéc‘y Division
which is allocable to the’ CGC’N. Advocacy Division under this Agpéndix Il (p.54) and is
collected in each Fiscal Period shall be distributed to the Partners of the CGCN Advocacy
Division in probonion to their respective Partner Percentage Interests in such IDivis-ion set forth
on Schedule A-2(p.38); subject to reduction by the amount of Expénses charged to the Partners
in accordance with the prdVi'sions of Section 2.3 below; and then ‘

(iv)  all other revenue received by the CGCN Advocacy
Division shall be distributed to the Partners of the CGCN Advocacy Division in proportion to.
their respective Partner Percentage Interests in such Division set forth on Schedule A-2(p.38);
subject to r'eductib‘n by the amount of Expenses charged to the Partners in accordance with the
provisions of Section 2.3 below; and -

| (@) 'Té CGCN_Strategic Communications Division_Partners. All revenue
received by the CGCN' Strafegic Communications Division from a Shared Client, and.all

income derived from the New Client Revenue, Plus Ups and Net Revenue allc;,ca'ted to the
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distributed to_Partners of such Division in such manner as the Division éstablishes from time
to time for'such di's'tﬁbutions, subject to reduction by the amount of Expenses charged to the
_ (¢) . next, to the Partners.in proportlon to the respective.balances of their
Capital Accounts, if any, until each of the Capital Accounts has been reduced to zero; and then
()  finally, to Partners in proportion to the réspective Parther Percentage

Interests of the Partners set forth on Schedule A-2(p.38) or as otherwise specified in this

Agreement. .

.‘ 23  Deduction of Exgenses The following section or sections of this
agreement may have been altered by Amendmg Resolution #1. See page 77. All Company
general overhead and Operating Expenses shall be borne by the Partriers and charged against -
and deducted from Partner distributions under Section 2.2 above in the following manner: '
| (a) Client Speciﬁe Expenses shall be allocate&- to (i) Partners for whose
- specific requirement and sole benefit such expenses were approved and expended, or (ii) to
Originating Partners and Plus Up Originating Partners for whose benefit such expenses are

incurred b'y the Company, to the extent of sixty percent (60%) (or-such greater percentage set

and Rankmg Parl:ners for whose ben_efit such ‘expenses are Alneu.rrejd by the Company, to the
extent of any applicable Lead/Ranker(s) Allocation/Distribution to such Partners, exclusively
to support’ prevision of services to a .client from which the Lead/Ranker(s)
Allocation/Distribution is earned, or (iv) Partners of-a Division for'cests and expenses which

are inter-Divisional costs and expenses of such Division to be bome exclusively by such |
D1v1s10n and desngnated by the Managing Partner as.specifically and. solely in support of such
Division, and shall be deducted from the amount of any distributions. owed to such Partners

from time to time when distributed; and
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(b) ‘ Common Expenses shall be allocated to Partners in p‘roportion to ~thei’r
respective Partner Percentage Iﬁte_'rejsts set forth on_v Schedule A-2(p.38) and shall be deducted
from the amount of any distributions owed to Partners from time to time when di_s,tribu.ted..

24  Reasonable Reserves. The Managing Parm& shall establish, maintain
and expend ReasonableReserveé to provide for Debt Service and ongoing .Operating Expenses.
of 'the Company, and for such other purposes as in the exercise of his or her reasonable business
judgment he or she may deem necesséry or advisable or which may be approved by a
Reésolution. ' '

25 Restriction on Distributions. No distribistion shall be made which
would result in liabilities of the Company exc:jeédiﬁg the assets of the Cdmpany or which would

26  Partner O_v_érride. The Partners holding a Supermajority,
excluding Stock Ownership Interests which are held by the Managing Partner, may at any time
within thirty (30) days aftera determination by the Managing Partner, override by ReSolution
such ‘Managing Partner’s determination under this Appendix II (p.54) of the amount of

: Available Cash available for, and the manner of, distribution, and the amount of Reasonable

{
Reserves..

3. AMENDMENTS. This Appendix Il (p.54) may be amended from time to

time only by action taken by a Supermajority.
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APPENDIX 111

LOANS AND GUARANTEES

1. ' l}q’_r‘rpfﬁ'ng: The Partners coﬁte_jmplate that the Company may find it
n'eégss_gry from time to time to borrow from financial institutions when needed to fund unusual
need§ of the Company for'which there is insufficient operating capital and reserves on hand
and the Partners do not wish to amend the- Agreement to permit a capital call.

A. The Partners ex.pect that a ﬁnéncial‘institution len'ding' funds to the
Comp@y may require the personal guaranties of some or all Partners..

| B.  The Partners are unwilling to enter into the personal guaranties of

Company financial obligations absent a0 agreement among them that all obligatiofis and liabilities
asso’c'iatéd with loans from financial institutions are to be borne proportibnate_ly by all Partners who
consented to such loans.

C. In the event the Company borrows from a financial institution which
TeCovers fepayment from‘ fewer- than all Partners who consented to and guaranteed the
borrowing, each sucﬁ Partner of the Company shall be obligated to contribufe his or her
proportionate share of such repayment.

2. Personal Guaraﬁties. In the event a financial institution (the “Lender”)
requires in connection with an extension of credit to the Company, approved by the Partners in
accordance with Subsection 6.1 1(1) of the Agreement, thaf one or more Parthers mist guarantee
repayment (collectively, “Gg’zjyﬁ_nﬁgs"’ and, indjvidually, a “Guaranty”) of aﬁy loan or other
* financial obligation to repay such credit (collectively, the “Loan_Obligation”) and if .the

Lender recovers payment ﬁom fewer than all of such Partners (collectively, the “Paying
Guarantors”, and, individually, a “Paying Guarantor™), then each Partner of the Company
who consented to and guaranteed the Loan Obligation (the “quti‘r_i_lz‘n:n_ﬁ_ﬁg_ (;‘r_ﬂg_@r_lt'(_)@” and,
individually, a “Contributing Guarantor”) shall be obligated to pay his or her proportionate
share of the Loan Obligation or contribute proportionately to the Paying Guarantors his or her
proportionate share of the full -amounts which are repéid to the Lender by the Paying

Guarantors.
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3. RQ uired Contributions.  If any Paying Guarantor from time to time makes
a good faith f)aypnc:qt in connection with his or her Gﬁara'rﬁl_ty 1n excess of his or her
proportionate CGCN Partner Percentage Interests of the Contributing Partners (his or her
“Contributive Share” and, co[lectivély, “Contributive Shares”) for which he or she has not
been reimbursed in full by the Company or Contributing 'Gué.rantors (such unreimbursed
amount, a “Payment”), each of the .'Contributirig Guarantors will have an unconditional
6bligatioh to pay to the Paying Guarantor an amount (if any) (the “Required Contribution
1_\__mo'|lnt’;’ ) so that, after payment of the Required Contribution Amount by each

borne by Contributing Guarantors in proportion to their Contribu;i've Shares (taking into
account any and all prior Payments and Required Contribution Amounts, with the exception

of ‘~‘-Non-Reimbm"‘sable Amounts”).

A. “Non-Reimbursable Amounts” are Payments that-arise out of any of

the followinig, for which such Contributing Guarantors shall be solely responsible: (a). the gross
negligence, willful misconduct of bad faith of such Contributing Guiarantor: (b) a bréach by
such Contributing Guarantor of any Loan Obligation documé_jnt provision speciﬁ‘c'ally
applicable to such Guarantor (such as, without limitation, a violation of any transfer restriction
. -applicable to such Contributirig Guarantor); or (c) any unreasonable defense to payment under
such Contributing Guarantor’s 'Guaranty asserted by such Guarantor, which defense is asserted
~without the consent.or participation of the-other Contributing Guarantors. ‘
B. Each Contributing Guarantor will pay each Required Contribution
Amount, if any, to the Paying Guarantor within 10 days after receipt of a written demand

from the Paying Guarantor. In addition, to the

therefor (a

“Contribution Demand Notice”
extent the liability of. the ContﬁbutingGuarantor o the Lender under the Contributing:
Guarantor’s Guaranty has not been fully satisfied, the Contributing ‘Guarantor may promptly
pay any remaining amount of such hability to the Lender and the Contributing
Guarantors' final Required Contribution Amounts will be deferiﬁined taking such Payment
into account. | ,
| C. If. any Paying Guarantor is at any time reimbursed by the-Company -
in whole or in part for any Paymen_t as to which such Paying Guarantor has collected a
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Requifed Contribution Amount from any other lContributing Guarantor, such other
Cortributing Guarantor shall be entitled to recover from the Paying Guarantor such amount
as is necessary in order that each Contributing Guarantor hasA borne a share of the total net
Payments in accordance with the Cbnn'ributlive Shares set forth above in this Se_ctioh 3.

4. Unavailable Guarantors. When, because of insleency,— lack of 'personal
jurisdictioh, or other reasonable circumstances, the ' contribution ' obtained from a
C.onfrib‘utiﬁg Guarantor (the “Unavailable AGl’larantor”) after reasonable céllection,
efforts is less than the Unavailable Guarantor’s full contribution required under this Ap n'"e'n'dix
themselves will be recalculated as though the Contributive Share of the Unavailable
Guarantof were limited to the amount of contribution actually collected from the Unavailable
Guarantor and the Contributive Shares of the other Contributing Guarantors will be
adjusted upward pro rata in accordance with their original Contributive Shares as set forth
above in Section 3. Notwithstanding the foregoing, nothing contained in this Section 4 will
~ relieve any Unavailable Guarantor from such Unavailable Guarantor’s full obligations and
liabilities hereunder.

5. Reimbursement fo Paying Guarantors. All  Required Contribution
Amounts owing hereunder to Paying Guarantors will bear interest from the date accrued (by
Payment by a Paying Guarantor in connection with such Contributing Guarantor’s
Guaranty) until fully paid by such Contributing Guarantor to such Paying Guarantor (and
without regard to the date any Coh'}ribution Demand Notice is given so long as the giving of
such notice is not 'u'rjlreasjonaibl_y delayed to the matetial prejudice of the recipient) at a rate
equal to the lesser of six percent (6%) per annum or the highest rate permitted by applicable
law. '

6. Unconditional Obligation of Contributing Guarantors,' Each
Contributing Guarantor specifically acknowledges tfiat such Contributing Guarantor is
respect to each Payment, as an.absolute, unconditional and irrevocable obligation, as primary

‘obligor and not as a surety, and regardless of whether:
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" A, such Contributing Guérantor’s own Guaranty or any other Loan
Obligation document is » unexecuted, undelivered, released, terminated, invalid,
'unenf()r(':eaﬁle or ineffectiVe for any reason or payment thereunder is subject to any defense, -
B. the Péyment is paid (Ai) pursuant to order of -a court or arbitration
panel, (ii) in settlement of a disputed clairri, (iit) under an agfeement with the Lender or any
other Contributing Guarantor settling or establishing the amount thereof, or(iv) in any other
manner in good faith; or ' , _ o
C. any Cortributing Guarantor has received an assigiiment of the
Loan Obligation, the Loan OBI igation documents, or any interest in either thereof, fror_n' the
Lender, provided that, if any Contributing Gué_ramor (a “Purchasing _Guarantor”
receives an assignment of the Loan Obligation documenfs in return for a payment (the
“Purchase Price';»’) of less than the full amount owing under the Loan Obli gaiion
documents, the Purchasing Guarantor will not be entitled to recover more by enforcing the
Loan Obligation dociimerits than the Purchasing Guarantor would-have been ablé to recover
had the Purchasing Guarantor made a Payment under his or her Guaranty in an amount
an assignment of the Loan Obligation documents.
7. Further Assurances. Each of the Partners may be required by the
Company to execute such further agreements, instruments and assurances in form and
substance reasonably satisfactory to the Managing Partner, and conitaining commercially usual
and apﬁropr{ate provisions ef'nb‘odymg such Partner’s guaranty obligations in accordance with
this Appendix ITI(p.65), i}npludigg without limitation provisions regarding settlement and
-defense of guaranty obligations, revocation and amendment of guaranty, waiver of guaranty
and payment of the Company’s and/or Paying Guarantors’ icgal expenses.
8. Material Breach.  Failure of any Contributing Guarantor to fully meet his
or lier obligations under this Appendix III (p.65) shall constitute a material breach of this

Agreement by such Contributing Guarantor.
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9. Defined Terms.  All other capitalized terms used in this Appendix III
(p.65) shall hai/e the meaning as the term is defined in App étnd'ix_nw.l‘ (p.47), as the context may
require. :
10. Amendments. This Appendix I1I (p.65) may be amended from time to time
‘only by action taken by-a Supermajority. - ' \
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'APPENDIX IV
PURCHASE OF PARTNER PERCENTAGE INTERESTS OR BOOK OF BUSINESS

L Purchase Upon Redemption Event. | Notwithstanding the provisions of
@s_qc_t_iir_ié 8. f(a)a&_ (lg) ‘of the: Agreement, upon a Redemption Event and following
- negotiation with the Departing Parther and the affirmative vote of, and approval by, a
Supennajority‘ other than the Departing Partner pursuant to Subsection 6.11(x)(p. 17) of the.
Agreement, the Company may agree to pay the Departing Partner for purchase by the Company
all dr a portiqn of such Departing Partner’s Partner Percentage Interests or *Book of Business™
. for-a Fair Market Value upon terms and conditions agreed to by tHe Departing Partner and the -
Company following good faith negotiation and, in the event of a purchase of the Partner’s
“éook of Business™, receipt by the Company from the Departing Partner of a Non-Compete in
forin and substance satisfactory to the Company. No decision or action to, paf or compensate
a Departing Partner for his or her Partner Per(:ejnt_age Interests or “Book of Business
upon sugh Partner’s Redemption Eveént shall evidence or constitute intent of the Partners
or'creéte an obligation upon the Company to pay any amount to or compensate any other-
Partner for hlS or her Partner Percentage Interests or “Book of Business” upon a later
Redemption Event, and all Partners by joining in this Agreement hereby waiveany claim
to payment or compensation for their Partner Percentage Interests or any other payment
oi- cb‘n'ipeiisatidn of aﬁy nature whatsoever u‘p‘m sich Partner’s Rede'mptio’ﬂ Event bth'er
Agregmgn; gnd Appendlx.ll.(p.Sct) to tl_l‘e Agreement w!_:_lcvl_l.h_as l_lot.be_qn distributed prior
to such Partner’s separation from ‘the Company. |
, 2. - Defined Terms. For the purpose of this Appendix IV (p. 70) the followmg
' terms have the meaning set forth below:
A, “Book of Business” means w1th respect to a Partner the Business
controlled by or over which such Partner has the ablllty to direct to be conducted by a Person’

other than the Company
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B. “Fair Marke't Véh’l‘e” means, "u‘pon a Redemption Event with respé(:t
would be patd by a w1ll|ng buyer toa w111mg seller in an arms -length transactlon to purchase
all or a portion of the exclusive right as between the Company and such departing Partner to
provide- service to such clients to which such Partner had provided service during the twelve l'
(12) months preceding such Partner’s Rédemptibn Event, as such pribe may' be mutuall‘y
appralser. However, in the event the departing Partner and the Compa_r_ly cannot mutuz_l_l.ly agree
upon such price within fifteen (15) days after the triggering Redemption Event, the Fair Market
Value of the Partner Percentage Interests may be determined by the departing: Partner and the
Company mutually agreeing upon and promptly appointing an independent appraiser;
p;ovided, however, that, if the departing Partners and the Company cannot mutually agree on.
an appraiser within thirty (30) days after the triggering Redemption Event, either the depairtihg ‘
Partner or the Coffipatiy, or both, fmay apply to the Supétior Court of the District of Cohimbia
to appoint an-arbitrator pursuant to the p'roVi'_si_ohs of the District of Co_lumbia‘Revi_sc_'d Uniform
Arbitration Act, Title 16, Chapter 44 of the District of Columbia Code (the DC Code to conduct
the appraisal of the Fair Market Value of the Partner ﬁer_centage Intereéts‘and render and deliver
to the departing Partner and the Company a written report of his or her opinion thereon. Any
appraiser appointed shall bg-duiy licensed and qualified by experience:and ability to value the
Partner Percentage Interests, and the fees and other costs of the appraiser‘ shall be shared
+ equally by the Initerested Partner and the Company. Any independent appraiser appointed
hereunder shall assume an all-cash sale of the Partnier Percentage Interests and shall take into
account any “minority ownership discounts” -and/or “lack of marketability discounts™ in
valuing the departing Partner Percentage Interests.

C. ﬁ‘-Non-Compete” means- a non-competition and nondisclosure
Partner who has expenenced a Redemptlon Event, under which the departmg Partner agrees

not to compete with the Company with respect to clients of the Company the departing Partner
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serviced prior to his or her separation from the Company and not to ta!_c§ any action that would
directly or indirectly cause any such client to cease using the services of the Company or reduce
the use of such services. :
D. “Departing Partner” means a Partner who is fhé subject of a

Redemption Event. .
E. All other cabitahjied terms used in this Appendix IV (p.70) shall have
the meaning as the term is defined in ég_ge_ﬂﬂig& I (p.47), as the coméxt may require.

3.  Amendments. This Appendix IV (p.70) may be amended from time to time
only by action taken by a Supermajority. ' |
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APPENDIX V

STOCK OWNERSHIP INTERESTS

The following section or sections of this agreerrient miay have been altered by Amending

Resolution #1. See page 77.

1.0  Stock Ownership Interests. The Parm<¢r§ may approve creation of Stock
Owmership Interests in accordance with the terms-bf this Appendix V (p.73), which shall define
the excluéive voting rights of Partners for all purposées of the Agreement.. It will also deﬁ_né
what proportion of a sale or dissolution of the company the rightful owner of the Stock

Ownership Interests will réceive for said sale or dissolution.

2,0 Determination. of Stock Ownership Interests. The following section or

* sections of this agreement may have been altered by Amending Resolution #1. See page 77.
In addition to o“}nership of his or her Partner Pércentage‘ Interests and right to distributions
under Appendix II (p.54) to the Agreement, Partners may also have.Stock Ownership Interests
in the form of Shares which are unrelated to the Partner’s economic interest in the Company

. calendar year as determined by affirmative action of a Supermajority.

2.1 Stock Ownership Interests are not intended to reflect equity ownership
in the Company, but to serve asa tracking tool for Company management to consider in its
discretion to récognize longevity of Partners with the Company,.and other metrics management
elects to consider, including Partnets’ contribution to business c’iévelopmeﬁt and revenue as well
as suppbr_t to other Partners in client service, as a basis for determining on a quarterly or annual
basis the Stock Ownership Interests which a're'appropri'ate to recognize such contributions. The
Company may decide from time to time to reevaluate contributions Partners make to the
Company and adjust the metrics for determining Stock‘. Ownership Interests to more

| appropriately align with the natiire of sich contributions. The determination of the Points earned

and approval of Stock Owﬁership Interests for a calendar year is illustrated by the calculation
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of Shares determined for calendar year 2016 as shown in Schedule. D (p.43) attached to the

Agreement.

2.2 - The existing Partners as of the Effective Date of this Fourth Amended |
and Restated Operating Agreement shall be deemed to have the Stdck Ownership Interests
stated in the form of Shares set forth in theit respective columns in Schedule D(p.43) attached
to the Agreement, and shall be eligible for addi_tionaI Stock Ownership Interests for each full
calendar year t,hcréziﬁ_e;r during which he or she was a Partner and for which the Partners approve
additional Stock Ownership Interests which will also be reflected in Schedule D(p.43) attached
to the Agreement.

23 Additional Partners shall be eligible for Stock Ownership Interests
following the first full calendar year of Partnership for which the Partners agree to create Stock
Ownershlp Interests, unless the Executive Committee approves a different timeétable for

- eligibility.

24 Additional Partners shall be eligible for Stock Ownership Interests for
each full calendar year thereafter during which each was a Partner and for which the Partners

approve-Stock Ownership Interests.

2.5 A Partnéer sh‘éll not receive Points and Stock Ownership Interests for the .

last partial calendar year in which he or she ceases being a Partner.

3.0 Distributions/Sale Proceeds.Distﬁbutions:may be paid by the Company in any
calendar year with respect to Stock Ownership Interests which are outstanding. The
distributions may, but need not, be based upon the 'r'ecérﬁnie’ndatioﬁ by the Executive
Conmmiittee to the Partnes for which the Partners agree by affirmative action of a Supermajority.
If approved, distributions shall be paid pro rata to all holders of Stock Ownership Interests in
the same amount for each Share. The net proceeds of any Sale of the Company in-accordance
with Article X (p.27) of the Agreement shall be distributed prb rata among all holders of Stock
Ownership Interests in accordance with their respective percentages of Stock Ownership
Interests set forth in Schedule D(p.43). '
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4.0  Certificates. Beginning in 2018, each Parter shall recelve a certificate
following each calendar year during which he or she was a Partner which states the Partner’s
Stock Ownership Interests approved in the form of Shares with respect to the preceding calendar
year. The certificates received by Partners shall be uniform and shall be in a form similar to a
corporate stock certificate and contain a legend which states that the Stock Ownership Interests

are not transferable and are subject to the provisions of this Agreement.

50  Authorized Shares. There shall initially be no more than 100,000 authorized

Shares available. The number of Shares received by a Partner at any time may be stated in
numerical form or as a percentage of the cumulative number of Shares received by all Par’tners.
There shall not be riore than 100,000 Shares available for allocation to Pa'rtners" provided that
the numbér of avajlable Shares may be increased by an affirmative vote of a Supermajonty and

reflected in an amendment to this. Appendix V. (p.73).

6.0  General Restrictions on Transfer. No Partner may Transfer-all or any part
of such Partner's Stock Ownership Interests to another qualified partner, except.with the
.affn'mative vote of, and approval by, a Supermajority ‘of. Partners other than the Partners
desiring to make said transfer. Any purported Transfer of Stock Ownership Interests in
v1oIat10n of the terms of this Agreement shall be nill and void. and of rio effect and such
Partner’s Stock Ownershtp Interests sha[l immediately be forfeited and the certificates
returned to the Manager, and shall thereafter have no effect. In the event a proposed Transfer
is not approved, the Partner desiring to make the Transfer shall continue to hold his or her
StoEk Ownership Interests so long as he or she is a Partner.

7.0 Forfeiture of Stock Owrnership Interests. In the event a Partner or former

Partner (a) is expelled from membership m the Company, (b) enters into an employment,
management, joint venture or equity ownership arrangement with a competitor of the
Company engaged in the Business, or (¢) otherwise competes with the Company’s Business ‘
in aﬁy form, such Partner’s or former Partner’s Stock Owneréhjp Interests and any Stock
Ownership Intetests held pursuant to a Permitted Transfer from:such Partner or formet Partner
. shall automatically and immediately become null and void and deemed to be cancelled by the
Commpariy without any obligation to pay or otherwise compensaté the Partner or former Partner.
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or s:uch' holder who received the Permitted Transfer. The provisions regarding forfeiture of
Stock Ownership Interests described in this Section l“Z'.O shall fully apply to the holders of
Stock:Ownership Interests received by and held under Permitted Transfers approved pursuant

to this Appendix V (p.73).

7.1 In the event that a partner becorﬁ'es deceased, the Stock Ownership
Interest Would transfer to thé deceased partner’s spouse or properly designated family heirs. .
These particular transferred shares of stock would have no voting power outlined in this

agreement but would have potential value in the case of a sale or diss_olufiou of the company.
8.0  Defined Terms.

8.1  “Points” The following section or sections of this agreement may have
been altered by Amending Resolution #1. See page 77. means for any calendar quarter with

respect to a Partner the sum of the following components: (a) net dollar gross income atriount

illustrated by example in Schedule C(p.42) attached to the Agreement.

8.2 “Share” means a Share as described in Section 2.0, the number of |
which is -e'ligible to be approved for a Partner with respect to a calendar year is determined by
multiplying the product of one-tenth of one.percé'nt (.1%) ;imes thé total niimber of Points
credited by the Cofiipany to-such Partner for the preceding calendar year in accordance with
Section 13.1, as illustrated in Schedule D (p.43) attached to the Agreement. , v

8.3  All other capitalized terms used in this Appendix V (p.73) shall have
the meaning as the term is defined in Appendix I (p.47), as the context may require.

9.0 © Amendments. This Appendix V (p.73) may be amended from time to time
only by actioﬂ taken by a Supermajority.
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AMENDING RESOLUTION.#1

(Améended and Restated as of December 6, 2017)

The CGCN Members have approved the foflowiﬁg on 12/6/2017 during a Members meeting

with qualifying quorum present.

e “Gross Revenue” as culmination of all revenues, prior to the payment of any
expenses. v A '

e “Gross Incomie™ as Gross Revenue minus Client Specific Expenses.

o “Net Ope:"ating Income” as Gross Income minus Common Expenses (this includes
expenses that are Ctoss Divisional and Inter-Divisional). Net Operating Income is
also-reférred to as “Pre Non-Common.”

' “Partner Percentages™ is the percent interest for partrier distribution and commnion
expense allocation.

e “Stock OWnEr'shiﬁ Interest” is the member shares of stock each partner owns

compa'red to the total stqck shares distributed.

2, Stock shares to be distributed to qualifying CGCN Mémbers in accordance with
Schedule D of Operating Agreement. Partners also agreed that within the formula for
stock distribution, “Partner Net Distribution Pre:Non-Common™ will be replaced with

“Gross Income™ for calculation p‘(xjrpOScjs. Replacement will take place January 1, 2018.

A calculation of future stock issuance to CGCN Members will take place at least

annually.

3. The Executive Committee has been approved and will consist of Steve Clark, Sam

Geduldig, Jay Cranford, and Ed Mullen. At the time of recalculation of sto‘k:k, the
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composition of which CGCN Members sit on the Executive Committee will be

reviewed.

4. . Cross-Divisional Expense ratio percentage between Advocacy and Strategic
Communications will be determined By using the last six months of 2017 (July through
December 2017) actual Gross Income statistics and comparing Divisional totals to
CGCN total to determine ratio. Gross Income statistics will be recalcuiated q'u_aneriy

going forward, starting on January 1, 2018.

5. A new origination formula was approved whic;h consists of a sole originator getting
50% for 12 months, multiple originators acquiring 60% for 12 months (split between
multiple originations determined by th;e' primary originator). The rexﬁaining 40% or

" 50% pool (dependihg on the number of originators) will be di&ided a':'h‘oﬁg all eligible
members (including originators) according to current Membership Interest percentages.
This new model will be stated with all new originations starting on January 1,2018.and
moving forward. See Attachment A to this' Amending Resélution #1 (p. 77) for
examble. This new formula applies to origination of new clients, origination of plus
ups, and origination of allocation of profits from new clients by one division for work: |
performed by the other division. The request by an originator to be a sole originator

riiust be approved by the Executive Committee.
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